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Economics of the New Federal Budget 


After years of red ink, the budget’s shift into the black 
marks an important milestone in fiscal policy. Perhaps 
more important, this shift—a net change in direction of 
$4.4 billion this year, and more next year—has significant 
implications for the economic outlook. As government 
moves from deficits to surpluses, it tends to exert deflation- 
ary influences on business activity. Just how much of a 
depressant will this shift be. The article starting on page 
59 takes a careful look at the probable impact of govern- 
ment on the economy in the rest of fiscal 1956, and through 
1957. 


Accelerated Tax Amortization 


Ever since the beginning of the government’s policy of 
permitting fast write-offs for expansion of defense facilities, 
the effectiveness of the program has been questioned by 
some people. 

In a survey of 126 manufacturing companies, the exec- 
utives reporting feel, for the most part, that the program 
has been a substantial inducement to expansion of defense 
plants. However, they also suggest a considerable number 
of other incentives to accomplish defense expansion and 
dispersal of plants. These are summarized in the article 
beginning on page 74, which reflects the views of many 
business leaders on this important and apparently con- 


troversial subject. 
e e a 


Profits in 1955 


Nineteen fifty-five was a highly successful year for busi- 
ness enterprise. Within the manufacturing sector the 
prosperity ran across-the-board, as small, medium and large 
firms showed advances in earnings over prior-year levels. 
However, they did not move ahead at the same rate; small 
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companies (ranked by size of assets) seemingly showed 
the least gains. For a comparison of the 1955 performance 
records of manufacturing corporations, and some _ back- 
ground on why they differed, see “Manufacturing Profits 


in 1955,” page 68. 
ee e 


Which Way in the Last Half? 


With the first half of the year now well under way, the 
business trend seems to be confirming the predictions of 
year-end forecasts. Gross national product is still headed 
up, but at a much slower rate than in 1955, and industrial 
activity itself has flattened out. 


This disappearance of a clear trend in business conditions 
has naturally inspired a variety of views about the second 
half. Some economists still agree with the consensus on 
the annual outlook reached in late 1955, but many of them 
depart into new patterns. For a look at the “special 
and tricky uncertainties” in the second-half outlook, see 
“Patterns for 1956,” starting on the next page. 


Capital Investment and Output per Man-hour 


Among the vast array of statistics that describe our 
economic progress over the past half century, one of the 
most significant is a very little number. It is the average 
rate of gain in output per man-hour, 2% per year. Al- 
though there is nothing inexorable about this historical 
trend—and year-to-year variations have been marked— 
there are persuasive reasons for regarding the long-term 
rate of growth in real output per man-hour as a more 
meaningful figure than a mere average of discrete statistics. 
For some new perspectives on the rate of capital invest- 
ment and its contribution to the productivity of labor, read 
the first of a three-part series on productivity trends, which 
begins on page 54. 


PATTERNS FOR 1956 


Their variety reflects a loss of respect for the old-fashioned 
business cycle 


are displaying a broad diversity of trends that 
is more or less characteristic of the last stages 
of a business expansion. 

Automobile production is now running no higher 
than a year ago and, on a seasonally adjusted basis, 
considerably lower than in the third quarter of 1955. 
For the first quarter as a whole, the industry’s sched- 
ules now call for an assembly rate markedly lower 
than in the first part of 1955. In December, non- 
agricultural employment, again seasonally adjusted, 
declined slightly for the first time since late 1954, 
and industrial activity, as measured in the Federal 
Reserve’s industrial production index, stopped rising. 
The rate of new orders in durable goods industries— 
one of the more significant economic statistics—was 
at very satisfactory levels in November and Decem- 
ber, but not notably above its rate of last August. 
Private construction activity has been declining more 
or less regularly since its peak in July. 


APPROACHING BALANCE 


The stock market declined almost steadily from 
late December to late January. Tur ConrerENce 
Boarp’s diffusion index is hovering in a low positive 
range (see box), suggesting an approaching balance 
between declines and expansions, and other applica- 
tions of the diffusion technique have been calling for 
a business cycle peak within the next few months. 
In the last quarter of 1955, the rate of increase in the 
industrial component of the monthly wholesale price 
index was only about half as rapid as it was in the 
third quarter; in January, most price indexes have 
been moving sideways or down. 

None of this should come as much of a surprise 
to readers of the business press. For several months, 
the prevailing picture of the first half of 1956 has 
been that of an expansion losing its momentum, and 
developing a criss-cross pattern of trends in indi- 
vidual markets. The net of these trends was expected 
to be approximate stability in private industrial ac- 
tivity, and a continuing but modest upward drift in 
such measures as the gross national product (which 
includes services as well as actual production, and is 
influenced by price movements) . 

For the time being, in fact, there is no reason to 


|S IN THE new year, business conditions 
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be dissatisfied with the specific reasoning on whi 
this first-half picture was based. As anticipated, t 
decline in auto production and the reduced rate 
procurement by auto companies is working a slc 
alteration in the character of the steel market | 
freeing considerable supply for those areas whe 
steel has been acutely short. (The same situation m: 
be developing in a number of other raw materi: 
industries in which reporting is not so prompt 
Inventory accumulation in the form of finished aut 
mobiles has already become involuntary, and is p1 
gressively giving way to accumulation in the pr 
chased materials and in-process inventories of capit 
goods industries. The extremely rapid rise of ot 
standing instalment debt during most of 1955 h 
slowed perceptibly, and the personal saving rate h 
risen—a usual cyclical accompaniment to rising i 
ventory accumulation. 

Whereas booming consumption carried the b: 
through most of 1955, it is now business investme 
that is providing the underlying strength in busine 
conditions. In the capital goods industries, actu 
consumption of materials is still rising, and so 
inventory investment. 

Not so many weeks ago, the outlook for the secot 
half of 1956 was framed simply around the questic 
of how long business could carry the ball, and wh 
would be the consequences when it dropped it—th 
is, what would happen when capital goods demat 
flattened out and inventory demand was satiate 
In many of the private models of 1956, the secor 
of these two forms of business demand was treat 
as the trigger that would time and set off recessio 
the collapse of inventory demand would mark tl 
peak of the 1954-1956 expansion. The first factor. 
capital goods demand—would importantly influen 
the depth and duration of the ensuing decline. 


THE STANDARD BUSINESS CYCLE VIEW 


Under the conditions prevailing in late 1955, th 
might have been called the standard business-cye 
approach to 1956—and it led to more or less stan 
ard conclusions of a peak at midyear, followed t 
a moderately severe recession running at least throug 
the rest of the year and probably well into 1957. (1 
fact, it lent a very sober hue to the entire picture « 
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1957.) The peak would not occur before midyear 
1956 because inventory demand was still strong. 
This conclusion is still borne out by the facts. At 
the end of 1955, raw materials stocks of durables 
manufactures were still 10% below their mid-1953 
level, in terms of current dollars, and perhaps 20% 
below in terms of physical volume, while production 
rates in durables were roughly 2% higher. Goods- 
in-process inventories were only equal to their 1953 
peak in current dollars and well below that level in 
terms of physical volume. By year-end, inventory- 
sales ratios in durables lines had apparently turned 
a corner and were headed up, but they still had a hill 
to climb—and six months seemed a fair estimate of 
the time it would take to reach the summit. 

While there was approximate consensus on the tim- 
ing of a 1956 peak, there was a variety of views about 
the severity of the ensuing decline. This variety was 
attributable, in part, to a feeling that capital outlays 
by business have become increasingly subject to a 
number of supporting influences that are not part of 
the regular business cycle—for example, longer-term 
capital budgeting, long-term confidence in the Ameri- 
can business outlook, and the highly favorable cash 
position of corporations. While it was easy to en- 
vision an end of the rise in capital outlays at mid- 
1956, it was hard to see any substantial decline in 
these outlays by year-end, particularly in view of 
the very high annual forecasts of plant and equip- 
ment demand made by McGraw-Hill, and the con- 
tinuing sharp uptrend in quarterly outlays reported 
by the Department of Commerce. Because of the 
long planning period involved, capital goods uptrends 
are not quickly reversible. 

Nevertheless, the combination of high levels of 
personal debt and high borrowing costs, developing 
weakness in consumer durables, a probably unsustain- 
able rate of capital outlays, and the absence of any 
clearly offsetting strengths, led many observers to 
think of the 1956 downturn as being potentially more 
severe than either the 1954 or 1949 recessions. 


TWO NEW VERSIONS 


In the past two months, as the actual atmosphere 
of 1956 has begun to be felt by analysts, an increas- 
ing number have rejected the standard business-cycle 
picture of 1956. For some, the reason has been the 
emergence of government as a third ball-carrier for 
1956, to take over if and when business demand for 
plant and inventory weakens at midyear. For others, 
the reason is a general dissatisfaction with the stand- 
ard business cycle as a tool for explaining postwar 
recessions, in view of the substantial influence of long- 
term growth trends over the past decade. Still others 
see 1956 as a year of special and tricky uncertainties 
(a steel strike, politics, new automobile models, etc.) 
that will override normal cyclical forces. 
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It is now fairly evident that total government out- 
lays—for defense, for federal nondefense programs, 
for building schools, for foreign aid—will be rising 
during 1956 (and 1957), and perhaps at an acceler- 
ating rate. Given this increase in government de- 
mand, it is possible to connect the strengths of 1956 
sequentially, in a pattern that yields a more or less 
steady uptrend in business conditions throughout 
the year. All that is necessary to achieve this out- 
look is to assume that in the first half of 1956 the 
rising outlays of business will more than offset de- 
clines in certain areas of personal consumption; that 
as business outlays for plant and inventory level off 
by midyear, government outlays will provide increas- 
ing support; and that by late in the year, perhaps 
coincident with the introduction of new automobile 
models, the consumer’s appetite for goods will have 
revived enough to move personal consumption from 
a negative to at least a neutral element in business 
conditions. 

These second glances at 1956 are now embodied 
in two types of forecasts that have become increas- 
ingly popular over the past month. One of these 
calls for a steady but very moderate increase in the 
level of gross national product throughout the year, 


Spending by Sector: Which Way in 1956? 


PERSONAL 


SECTOR 


GOVERNMENT 


SECTOR 60 
ee 


80 AN 


BUSINESS 
SECTOR ,o** 


1953 1954 1955 


Billions of dollars, seasonally adjusted annual rate 

Personal sector includes personal consumption and residential 
building. Business sector includes nonresidential building, 
producers durables, and change in business inventories. Gov- 
ernment sector includes federal, state and local spending for 
goods and services 

Source: Department of Commerce; Council of Economic Advisers 
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as weakness in one of the three major sectors is per- 
sistently offset by strength in the next oncoming 
sector. 

This amounts to rolling readjustment continu- 
ously throughout the year, but imposed upon a long- 
term uptrend in such basic demands as consumer 
expenditures for nondurables and services, and out- 
lays of state and local governments. Just a con- 
tinuance of the historical uptrend in these three com- 
ponents of total demand, with neither net help nor 
net hindrance from any other sector, could add per- 
haps $10 billion to the annual rate of gross national 
product between the fourth quarter of 1955 and the 
fourth quarter of 1956. (Measuring from calendar 
year 1954 to calendar year 1955, the growth in these 
three forms of outlays amounted to about $12 billion.) 
In general, this is the rationale of the $405 billion 
GNP estimated for 1956 by such forecasting groups 
as The Conference Board Economic Forum, which 
subscribed to the rolling readjustment thesis and the 
proposition that GNP would be rising more or less 
steadily throughout the year. It also seems to be 


Business Expansion Continues 


At the year’s end, following fifteen months of 
unusually vigorous business expansion, statistical 
indicators were still pointed upward. But gains were 
neither so widespread nor so persistent during the 
final months of 1955 as earlier in the year. 


e Nonresidential construction contracts and manu- 
facturers’ new orders for durable goods continued in 
a rising trend, reflecting the strong surge of business 
investment. Steel production, industrial stock prices, 
and freight carloadings also advanced, extending fur- 
ther a long sequence of uninterrupted gains. 


ePaper and textile production were back to or 
above their previous highs, after late summer dips. 
And average hours of work in both durables and non- 
durables manufacturing were again lengthened during 
the closing months of the year. 


e Residential construction contracts and sensitive 
commodity prices, however, were still moving down- 
ward. The number of business failures indicated in- 
creasing difficulties. 


Tae ConrereNce Boarp’s diffusion index, which 
sums up the direction and duration of month-to- 
month movements among the statistical indicators, 
stood at +2.08 months in December. The diffusion 
index thus recorded a net balance in favor of expan- 
sion throughout the final quarter, but by the narrow- 
est margin since September, 1954. (The “diffusion” 
method of summarizing the behavior of these twelve 
key business indicators was described in The Business 
Record for June, 1954; a critical review of its useful- 
ness in business analysis appeared in the issue of 
June, 1955.) —M. L. 


implied in the President’s economic message to 
Congress. 

A second pattern, which is a variant of the first 
but nevertheless distinctly different, and with dis- 
tinctly different implications for 1957, calls for a 
moderate rise in GNP during the first half of the 
year, followed by a brief but perhaps sharp adjust- 
ment early in the second half, and then a pronounced 
upturn toward the close of the year. With regard 
to the first half, this pattern does not differ from 
the preceding pattern. But it calls for a pronounced 
cyclical adjustment early in the second half, reflect- 
ing a sharp drop in the rate of inventory accumula- 
tion, and a pronounced decline in automobile produc- 
tion to prepare the way for new models. This pause, 
or truncated recession, is then terminated by a sud- 
den upsurge of automobile production, a rising trend 
in a revitalized housing market, continuing strength 
in nonresidential construction and producer durables 
markets, and, significantly, a substantial degree of 
personal tax reduction. 

In so far as 1957 is concerned, this is perhaps the 
most favorable outlook of all; for 1956 ends on a 
sharp revival of general business that would pre- 
sumably carry well into 1957, if not throughout 1957. 
In this pattern, the brief pause at the middle of the 
year is a sudden regrouping of expansion forces, and 
the beginning of a new boom. In the previous pat- 
tern, the same old boom is maturing slowly through- 
out 1956, and conditions at the end of the year need 
be no more favorable, and perhaps less favorable, 
than they are at the beginning of 1956. It might 
also be pointed out that in the second variant a new 
rise in wage rates, emanating from a settlement in 
the steel industry (either with or without a strike) 
might well be cited as a factor supplementing tax 
reduction in rebuilding the spending rate of the per- 
sonal sector. In fact, if it were assumed that there 
will be a steel strike in mid-1956, this version of the 
year’s pattern, with its sharp “V” in the middle, 
would probably be the choice of the majority of 
economic analysts. 


INSTITUTIONAL FACTORS COUNT 


It is an interesting sidelight on the state of the 
forecasting art that several years ago the pattern of a 
standard peak and recession during 1956 would have 
been considered the best theoretical model, and a 
sophisticated view of the future. Today, however, 
sophistication has passed beyond the point where 
any theoretical propositions, however sound, are 
enough to justify a forecast. Both the second and 
third models actually give considerably greater weight 
to institutional factors: the willingness and capacity 
of the Federal Government to increase its spending, 
or at least the commitment of funds, on evidence that 
the business boom is slowing down; the power of 
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Durables Manufacturing: Inventories, Sales, and Inyentory-Sales Ratios 


26 26 
INVENTORIES 


25 
24 


By late in the year, as shipments out of the manufacturing 
sector by automotive producers began to decline, inventories 
of durables manufacturers began to outpace sales volume, 
and inventory-sales ratios were on the rise. However, ratios 
in the individual durables lines were still considerably below 
the levels prevailing at the beginning of 1955. 


Inventories and sales in billions of dollars; inventory-sales ratios 
are month-end inventory divided by sales during the month. 
All data seasonably adjusted 


4Electrical and nonelectrical 


© Professional and scientific instruments, lumber, furniture, stone- 
clay-glass, and miscellaneous 


Source: Department of Commerce 


monetary authorities to alter the course of the cycle 
in general, and of housing starts in particular; the 
power of a steel strike to liquidate inventory sud- 
denly, and with bullish rather than bearish short- 
term implications; the power of a violently dynamic, 
large and implacably competitive industry such as 
the automobile industry to reverse a trend in busi- 
ness conditions by the introduction of new models; 
the effectiveness of tax reduction in rebuilding the 
optimism of consumers; the ingenuity of instalment 
credit lenders in delaying virtually indefinitely what 
used to be considered an inevitable showdown be- 
tween borrowers’ debts and borrowers’ incomes. 
Regardless of whether they are right or not, it is 
significant that an important proportion of forecasters 
are no longer willing to subscribe to the standard 
business cycle as a forecasting device. It is the more 
significant because the major expansion we have en- 
joyed since late 1954 has had many of the basic char- 
acteristics of a standard business-cycle boom, largely 
unaffected by institutional restraints. This suggests 
that analysts are increasingly viewing the business 
cycle as a useful tool for describing booms but not 
the recessions, which will henceforth be filled and 
smoothed by built-in stabilizers, adept application of 
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fiscal and monetary devices, and vigorous long-term 
growth of the American economy. If it does nothing 
else, 1956 should provide some evidence on how real- 
istic is this encouraging view of the future. 


Apert T. SoMMERS 
Division of Business Economics 
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Marginal-Cost Price-Output Control—An explanation and 
historical account of “the theory that either price or 
output should be directly controlled so as to make price 
equal marginal cost. . . .”—B. P. Beckwith, Columbia 
University Press, New York, 1955. $5.75. 


Glossary of Commodity Terms—Explanation of commod- 
ity terms in use in Asia and the Far East and the 
equivalents of currency, weights and measures used in 
the same countries—Economic Commission for Asia and 
the Far East, United Nations, November, 1954. $1.25. 


1955 Survey of Primary Commodity Markets—A review 
of production, consumption, trade and markets of the 
principal world commodities—Commission on Interna- 
tional Commodity Trade, United Nations, New York, 
1955. $1.75. 


PRODUCTIVITY TRENDS 


1. The continuing change in portions of capital and labor 


N ALL THE BATTERY of statistics that de- 
Ii scribe our economic progress over the past half 
century, perhaps the most meaningful is a 
very little number. It is the average annual rate of 
improvement in output per man-hour—2% per year. 
A comparison of the growth in gross national prod- 
uct with growth in the labor force reveals what this 
2% per year has meant in terms of real income and 
standards of living. In 1909, a labor force of 37.5 
million persons produced a volume of goods and 
services which at 1955 prices would be worth $102 
billion. By 1955, the labor force had grown 75%, 
to 65.8 million; but the output of goods and services 
had increased more than 275%, to $387 billion. In 
the same period, average hours of work had been 
substantially reduced through a shortening of the 
workweek, lengthening of vacation periods, and in- 
crease in the number of holidays. 

There was nothing inexorable about this rising 
trend of productivity. It did not come into being 
as an inevitable consequence of the passing years. 
Indeed, the historical profile of real product per 
man-hour is marked by less than average gains and 
even setbacks, along with periodic spurts of unusual 
magnitude (see chart). The decade following World 
War I, for example, witnessed a sharp increase in 
output per man-hour, but it was interrupted by de- 
clines in 1921 and 1924, and was followed by a notable 
drop in productivity during the depression years of 
the early 1930’s. Following World War II, adjust- 
ments to civilian production in 1946 and 1947 again 
brought a drop in output per man-hour; while dis- 
locations incurred by a renewed defense effort in 
1951 and 1952 retarded the rate of increase in produc- 
tivity. 

From year to year, variations in the ratio of real 
output to man-hours (and in its reciprocal, man-hour 
requirements per unit of output) can be significantly 


Note: This article, the first of a three-part series 
dealing with the facts and implications of productivity 
in American industry, is concerned with the influence 


of labor and capital inputs on the rising trend of 
national production. Succeeding articles on produc- 
tivity will discuss ''Portents for the Future" and “What 
the Averages Conceal." 
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affected by changes in the level of output and conse- 
quently in the per cent utilization of capacity, as well 
as by changes in the distribution of output as among 
firms and industries of relatively high and low man- 
hour requirements. In a sense, therefore, the 2% 
per year gain in productivity over the last fifty years 
is an average which subsumes considerable variation 
among years and even spans of years. There are, 
however, persuasive reasons for regarding the long- 
term rate of growth in real output per man-hour 
as a more meaningful figure than a mere average of 
discrete statistics. 


BEHIND THE FIGURES 


Output per man-hour is, of course, just a partial 
measure of national productivity. The historical trend 
of output per man-hour describes increases in produc- 
tivity that have accrued to an hour of labor as a re- 
sult of fundamental forces behind economic prog- 
ress—scientific and technological innovation, advances 
in industrial organization and business management, 
and improvements in the education, capabilities and 
mobility of the labor force itself. Paralleling the 
gains in output per man-hour and contributing to 
them, have been an almost uninterrupted expansion 
of investment in fixed capital, and a prodigious 
growth in the input and effective use of energy. 

As a partial productivity ratio, output per man- 
hour is not independent of other productivity ratios— 
i.e., yield per acre, output per unit of fuel consump- 
tion, or output per unit of capital input. Indeed, 
effective utilization of the labor force, as one factor 
of production, depends in large measure upon the 
relative inputs of other factors of production. The 
rising trend of labor productivity over the past half 
century reflects a progressive shift in the combina- 
tion of inputs throughout American industry. And 
the most striking of these has been a continued in- 
crease in the ratio of fixed capital to both the num- 
ber of employed workers and the total man-hours of 
labor input. Each of the dramatic developments in 
techniques of production—mass production, simplifi- 
cation and standardization, and more recently, auto- 
mation—has involved increasing investment in both 
plant and equipment. It is this link between ad- 
vances in output per man-hour and a rising trend in 
the ratio of capital input per unit of labor input 
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which lends significance to the historical rate of 
growth in labor productivity. 

The rate at which the net stock of fixed capital 
can be expanded depends in the long run upon the 
flow of investment funds provided by the saving of 
both individuals and businesses. The range of poten- 
tial investment opportunities, created through the 
development of new products and processes, can in 
the short run be intensively exploited, or largely 
neglected. But over the course of years, the rate 
at which investment opportunities can be undertaken 
is closely associated with the pace of national saving. 
And for the past fifty years the national saving-in- 
come ratio has shown remarkable stability. 


PRODUCTIVITY OF CAPITAL 


But what has happened to the productivity of 
capital over the long span of years during which the 
input of capital was increased at a more rapid rate 
than the input of labor? Some preliminary results of 
John Kendrick’s study (done for the National Bureau 
of Economic Research) into long-term productiv- 
ity trends suggest that the productivity of capital 
has risen, but only at about half the rate of labor 
productivity.2 Defining capital as the sum of land, 
plant, equipment, and inventories, Kendrick finds 
that output per unit of capital input increased at 
the rate of 1.1% per year between 1899 and 1953. 
This rate contrasts with a 2.3% per year increase in 
output per man-hour (and 1.9% per year in output 
per unit of labor input, when man-hours of various 
groups making up the labor force—from production 
workers to entrepreneurs—are combined by weight- 
ing each by its average hourly earnings). 

The slower rate of increase in the ratio of output 
per unit of capital than in the ratio of output per 
man-hour, however, merely reflects the more rapid 
growth of capital than of labor input. And the con- 
cept of total capital in combining fixed capital with 
working capital, land and plant with equipment, may 
conceal more than it reveals. 

For at least the last twenty-five years, the net 
stock of capital equipment—the tools of production 
with which the productivity of labor is most closely 
associated—has probably been growing at a consid- 
erably more rapid rate than the stock of other forms 
of capital. In 1929, business purchases of producers’ 
durable equipment reached the then record level of 
$8.5 billion (valued at 1947 prices). In 1937, equip- 
ment expenditures almost recovered to that level; in 
1940 and 1941, outlays exceeded the 1929 figure. 

1Cf. “New Perspectives on Saving” in the July, 1955, Business 
Record. This has been especially true of the ratio of personal saving 
to disposable income; the saving rate of corporate business has in- 
clined upward. 

*These findings were reported by Kendrick in a paper on “Produc- 
tivity Trends: Capital and Labor” delivered before a joint meeting 


of the American Economic and American Statistical Associations in 
New York on December 29, 1955. 
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The Growth in Output per Man-hour 
and Underlying Trends in Capital 


RATIO SCALE 


CAPITAL 
EQUIPMENT 
PER MAN-HOUR 


OUTPUT 
PER UNIT OF 
CAPITAL 
EQUIPMENT 


Note: Index numbers, 1909- 54=100. Average annual rates of 
growth computed ae fitting “least squares’ trends to logs of 
the ratios. The 0.04% rate for output per unit of capital 
equipment is measured across peacetime years of business pros- 
perity 


Sources: Bureau of Labor Statistics; Department of Commerce; 
Joint Committee on the Economic Report; The Conference 
Board 
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Trends in Output per Unit of Labor Input 
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Since World War II, annual purchases of capital 
equipment have risen to more than double the 1929 
volume. 

Nonresidential construction, on the other hand, 
did not match 1929’s expenditures of $9.3 billion until 
1951, and continued subsequently at a level only mod- 
estly above that of 1929. Real outlays for plant 
construction matched the 1929 volume only in 1947.1 

The dynamic input factor has thus been capital 
equipment. To some extent, the intensive input of 
capital equipment must have contributed indirectly 
to the 1.1% per year increase in output per unit 
of total capital by helping to raise the productivity 
of other forms of capital. Certainly in agriculture, 
rapid gains in yield per acre have been due in no 
small measure to farm mechanization.” The value of 
machinery and motor vehicles, for example, increased 
from 5.7% of the value of all farm property in 1935 
to 13.6% in 1954. In both manufacturing and ware- 
housing, the rapidly expanded use of materials han- 
dling equipment has made possible the more effec- 
tive use of plant space, even apart from production 
gains achieved through improvements in techniques 
and production machinery. But the productivity 
of capital equipment itself, taking the net stock as 
a whole, has apparently increased only slightly, if at 
all, over the last fifty years. 

Gross purchases of producers’ durable equipment 
were in a steadily rising trend from 1909 to 1955. 
These capital outlays, for replacement of equipment 

1One factor bearing upon the relative lag of investment in physica 
plant as compared with capital equipment has undoubtedly been 
the rapid rise in construction costs. Over the twenty-five years from 


1929 to 1954, construction costs increased 145%, as against an 88% 
increase in the prices of producers’ equipment. 

*For a discussion of productivity ratios in agriculture, output per 
man-hour and yields per acre, see the following Business Record 
articles: ‘More Food From Fewer Workers,” May, 1955, and 
“Acreage, Output, and Surpluses,”’ July, 1955. 


as it was consumed in production and for additions 
to net stock, increased at an average annual rate of 
3%. This rising trend of business purchases served 
to build up the net stock of capital equipment at the 
rate of 2.5% per year. 

Ratios of output per unit of capital equipment 
were derived by dividing estimates of the net stock 
of equipment into gross private product (in constant 
dollars). As might be expected, these ratios show 
wide fluctuations as alternating periods of high and 
low output affected the rate of utilization of capacity. 
(See chart.) The crisis of 1921 and the depression of 
the early Thirties were both marked by sharp drops 
in the ratio of output to the stock of equipment. In 
contrast, relatively high ratios were realized in the 
late Thirties, through a revival of production before 
the stock of equipment had recovered from years of 
attrition, and during the war, when large increases 
in production were achieved through intensive oper- 
ation of capital equipment. Despite the expansion 
of output since the war, an even more rapid increase 
in the net stock of producers’ durables depressed the 
ratio of output to capital equipment to about the 
level of the 1920’s. 


CAPITAL STOCK AND INPUT 


For the period as a whole (1909-1954) measured 
across years of both high and low utilization of capi- 
tal equipment, the ratio of output per unit of capital 
equipment increased slightly, at the rate of 0.4% per 
year. This trend, however, relates to the net stock of 
capital equipment. Actual inputs would not have 
been proportional to net stock during years of under- 


1For the derivation of Conference Board estimates on the net stock 
of capital equipment, see “Producers’ Durables” in The Business 
Record, November, 1954. The relationship between gross equipment 
expenditures, the average life of capital equipment, and the net stock 
of capital equipment can be described by the following expression: 
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where Cj =gross purchases during year i 
i=net stock at end of year i 
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— average rate of ae 
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If this expression is solved for alternative values of t and r, it reveals 
the appreciably greater effect of changes in the average life of equip- 
ment upon gross purchases than of changes in the annual increment to 
net stock. This is another way of saying that replacement demand 
is significantly larger than net additions—and that acceleration or 
deceleration of replacement can far outweigh annual changes in the 
rate at which stock is being built up. lt is impossible to derive t from 
this expression, since estimates of C involved assumptions about t. 
Nevertheless, it is clear that one of the effects of technological changes 
is to shorten the economic life of capital equipment; and that periods 
of vigorous technological advance, such as the present, should find 
the average life of equipment decuiming an1 gross equipment expendi- 
tures therefore mounting. 
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or over-utilization. A trend line fitted to years of 
peacetime prosperity, when the inputs or consump- 
tion of capital equipment were probably roughly pro- 
portional to net stocks, shows practically no slope. 
(The average annual rate of increase comes to 


0.04%.) 


NEW INVESTMENT FRONTIERS 


The absence of a rising trend in the productivity 
of capital equipment does not, however, mean that 
the efficiency of equipment items has remained un- 
changed over the years. Improvements in design and 
performance have been constant. What the figures 
do imply is that the application of capital equip- 
ment has been continuously extended into areas 
previously deemed uneconomical. This process has 
apparently proceeded in pace with the gains in pro- 
ductivity that were achieved in existing areas of 
investment. And the net result has been a fairly 
constant yield of real output per unit of capital 
equipment. At the same time, the more rapid rate 
of increase in the input of capital equipment, com- 
pared to other factors of production, testifies to the 
relatively high productivity of producer’s equipment 
over the entire period. 

The effect of shifts in the combination of inputs 
upon labor productivity can be illustrated by the 
record of manufacturing industries since 1929. As- 
suming that actual utilization of equipment is re- 
flected in the consumption of electrical energy, the 
trend of manufacturing production can be expressed 
as a function of total man-hours, electrical energy 
consumption, and time—where the latter encom- 
passes whatever increases have occurred in the effec- 
tive utilization of both labor and energy, over and 
above that achieved through changes in the ratio of 
energy to labor.t 

For each year since 1929, the sum of inputs of 
labor together with electrical energy yields an almost 
exact estimate of manufacturing production. Over 
the twenty-three years from 1929 to 1952, the produc- 
tion index rose 67 points (or 116%). The increase in 
man-hours, without providing for any gain in out- 
put per man-hour, accounted for 21% of the rise; 
the increase in electrical energy consumption ac- 
counted for 72% of the rise. Only 7% of the total 
rise in output remained to be accounted for by de- 


1The formula relating output to the sum of the inputs is 
Y=11.018 +0.084X1 +0.416X9+0.197X3, where: 
Y=Federal Reserve index of manufacturing production 
X1=Total man-hours of production worker employment, in millions 
X.=Kwh. of electrical energy consumed, in tens of millions 
X,= Years, from 1929 to 1952. 
In view of the pronounced trends in each of the variables, a high 
coefficient of correlation is to be expected (and R= +0.99). The 
equation is presented here merely as heuristic evidence of the effect 
on output per man-hour of an increasing ratio of other inputs to the 
input of labor. 
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velopments other than the increase in these two inputs 
and the shift in their relative proportions. 

In view of the historical relationship between out- 
put per man-hour and the growth of fixed invest- 
ment, the effects of an unprecedented expansion in 
the net stock of capital equipment since the war are 
of particular interest. Since 1946, the net stock of 
producers’ equipment increased about 80%. Capital 
stock was built up at a record rate, and the ratio of 
capital stock to total man-hours also rose rapidly. 
The broad impact on labor productivity stands out 
when the postwar trend in output is compared with 
the trend in employment, whether for the private 
sector as a whole or for manufacturing industries. 
(See chart.) 

But while labor productivity has obviously in- 
creased in recent years, some significant changes 
seem to have emerged, both in the rate of gain and 
in the distribution of gains among industrial sectors. 
Between 1948 and 1953, real output per man-hour 
in the private domestic economy rose at a rate of 
about 3.5% per year. Kendrick’s figures on output 
per unit of labor input (which give greater weight 
to the more rapid increase in the number of indirect 
workers than production workers) set the rate at 
3.2% per year. In each case, the 1948-1953 rates of 
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increase in productivity were significantly greater 
than those realized in the decade following World 
War I. (It was the period from 1919 to 1929 which 
produced the most sizable gains in productivity until 
the most recent advance.) 

In contrast to the very substantial increases in 
productivity for the private sector as a whole, pro- 
ductivity among manufacturing industries has ap- 
parently moved ahead at about the same pace as 
over the entire span of years since 1899, and at a 
considerably slower rate than during the 1920's. 
BLS estimates of output per man-hour in all manu- 
facturing industries show an average annual gain of 
between 3.0% and 3.6%, depending on whether out- 
put is measured by taking statistics of physical pro- 
duction or deflated net output, and whether current 
or base-year weights are used. These compare with 
an average annual rate of gain of 3.3% from 1909 
to 1939, and a 5.3% gain from 1919 to 1929. Simi- 
larly, Kendrick’s figures on output per unit of labor 
input in manufacturing show a 3% per year ad- 
vance from 1948 to 1953. This is somewhat more 
rapid than the long historical trend, 2.2% from 1899 
to 1953, but considerably below the 1919-1929 rate 
of 5.6% per year. 


t ADVANCES OUTSIDE MANUFACTURING 


The extremely rapid increase in productivity for 
the economy as a whole, matched against the rela- 
tively modest gains realized among manufacturing 
industries, suggests that nonmanufacturing industries 
are experiencing an unusual improvement in output 
per man-hour. (See chart for long-term rates of 
growth among major industry groups.) This has obvi- 
ously been true of agriculture, where increased pro- 
duction has been accompanied by an actual decline 
in the number employed. More significant, however, 
may be the strides in service and trade, where 
mechanization came late, but has taken firm hold in 
recent years. 

In view of postwar expansion in plant capacity 
and intensive investment in producers’ durable equip- 
ment, the discouraging statistics for manufacturing 
industries, compared with the Twenties, should be 
looked at more closely. Physical output per man- 
hour rose at a rate of about 6% per year for 1947 
to 1950. Then the outbreak of hostilities in Korea 
and the ensuing defense effort upset patterns of pro- 
duction. The result was a severe retardation in the 
advance of productivity. (In contrast to the impact 
of industrial mobilization upon manufacturing indus- 
tries, service and distribution were apparently little 
affected.) It was the experience of these years in the 
early Fifties which has depressed the postwar trend 
in manufacturing productivity. In the two years 
1954 and 1955, however, the increase in productivity 


totaled fully 10%. Substantial gains were recorded 
even in 1954, a year of recession and cutbacks in out- © 
put; even more rapid gains were realized last year. 
With manufacturing industries still pushing their in- 
vestment in fixed capital at record rates, it would 
seem that the potentialities for rapid gains in out- 
put per man-hour are far from exhausted. 


MULTIPLYING GROWTH 


The postwar period thus emerges as one of pro- 
nounced improvement in labor productivity. It is, — 
of course, too early to conclude that this achievement 
represents an acceleration of enduring significance in 
the average annual rate of gain. Earlier periods 
had been marked by rapid spurts in productivity, 
only to be followed by retardation. There is some 
evidence, however, that the rate of advance since the 
war is not too far out of line with a tendency toward 
modest acceleration that is hidden behind the long- 
term trend. The record of overlapping decades ap- 
pears as follows: 


Decade Average Productivity Gain 
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From this pattern, it is possible to infer a long- 
term increase in the rate of productivity gain of 
about 0.04% per year.1 This figure itself is, of course, 
very small. And for any year, it is only a fraction 
of the error involved in the best estimates of annual 
increments in productivity. But as an average figure, 
which pervades the trend of productivity spanning 
almost a half century, it cannot be dismissed com- 
pletely. Over forty years, a 0.04% increase in the rate 
of productivity growth would add 134% to that rate. 
On the basis of this historical pattern, the underly- 
ing trend in output per man-hour would have pro- 
duced a 1.2% per year increase in 1910; a 2.9% per 
year increase by 1950. With so much of the drama 
of economic growth contained in these little numbers, 
the portents of even a small acceleration in the rate 
of productivity increase are just as exciting as those 
conjured up by the 2% per year gain in productivity 
itself. 


Mizron Lipton 
Division of Business Economics 


'To test for the reasonableness of an acceleration in the historical 
trend of productivity, the following equation was fitted to the period 
as a whole: 

Log Y= —0.08902 +0.00333X +0.000094X2, where 


= Real output per man-hour in the private domestic economy 
X= Individual years, 1909-1954. 
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THE FISCAL OUTLOOK: 
NONDEFLATIONARY FEDERAL SURPLUSES? 


NY PLAN for the collection and spending of 
$65 billion dollars is, of necessity, economic- 
ally significant. The federal budget document 

for fiscal 1957, portending among other things a 
switch from deficits to surpluses, has, if anything, 
more than the usual quota of important implications 
for the future. Above all, it poses the big question: 
Will the expected surpluses tend to exert deflation- 
ary influences on business activity—already show- 
ing signs of at least a pause in its rate of advance? 

A brief rundown reveals this factual picture of 
the 1957 budget. The first planned balanced budget 
since January, 1948, it also somewhat paradoxically 
charts the reversal of a three-year downtrend in 
spending. It boosts outlays in the coming year and 
points strongly toward future spending levels that 
will be as high, if not higher, unless substantial new 
offsets develop. Further reductions in defense costs, 
anticipated as recently as only six months ago, are 
now apparently not to be achieved. Rising costs, 
both of materials and manpower and of the new 
superweapons in the modern arsenal, are pushing 
costs upward. These trends, moreover, are expected 
to continue beyond 1957. 

In nondefense spending, a complex of new or ex- 
panded programs, including some deliberately post- 
poned in earlier years when defense needs had even 
greater priority, are now to be underwritten. Over- 
all, though spending will rise only $1.6 billion over 
that of the current year, every major spending cate- 
gory will record rises next year over either 1955 or 
1956, with the exception of agriculture and natural 
resources which are expected to decline fractionally. 

Fortunately, these boosts are also expected to be 
exceeded by further, though diminishing, windfalls 
in the way of additional taxes from buoyant incomes 
and profits. For the first time, then, since 1951, and 
only the fourth time since 1930, a choice may soon 
be made between debt and tax reduction. (The 1951 
surplus, incidentally, was also the result of a more 
rapid advance in revenue, tax rates having been 
stepped up soon after Korea, while defense spending 
accelerated more slowly.) 

The new budget, further, officially reverses the 
priorities previously assigned to the tax-debt choice, 
when and if the need for a choice were to arrive. As 
recently as a few months ago, most indications 
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pointed toward a clear-cut priority for tax cuts. Any 
debt reduction was to be shelved until spending, 
especially in defense programs, could be further sub- 
stantially lowered. Moreover, the official philosophy 
had been pointing toward “permissible” tax cuts if 
and when a budget balance was “in sight”; and it 
held, perhaps less emphatically, that the cash rather 
than conventional budget position was the proper 
indicator of leeway for tax savings. 


NEW POLICIES FOR 1957 


The new fiscal program would modify all these 
precepts. Any surplus is now to be earmarked for 
at least a token repayment on the $280-billion na- 
tional debt. Tax policy is to be apparently one of 
“wait-and-see.” If a more sizable surplus is generated 
by further economic growth than is presently fore- 
seen, or if the boost of tax remission becomes desir- 
able for a faltering economy, then tax reduction 
would be the order of the day. And, barring the 
need to provide a boost to receding activity, tax cuts 
are to be determined by the size of surpluses on the 
conventional budget basis rather than by the more 
favorable figures produced by the cash account. 

In the meanwhile, future surplus revenues are not 
to be as large as they might have been. A good 
share of the current and prospective revenue in- 
creases, relative to the outlook of a year or so ago, 
are now to be preempted for expanded nondefense 
spending programs (of which more will be said 
later), thereby automatically narrowing the pros- 
pective margin for tax adjustment. 

No less significant than these fiscal policy modifi- 
cations are the prospective changes in the position 
and economic impact of the government charted in 
the new budget. A $4.1-billion upsurge in revenues 
in the current fiscal year, ending next June 30, to- 
gether with another $1.8-billion in the following year, 
and offset only in part by spending rises, will in two 
years swing the net position of government some 
$4.6 billion toward the black ink. On a cash basis 
the swing will be $5.1 billion, approximately the 
same amount as the total margin by which receipts 
will exceed payments over the two years. So sharp a 
movement, together with the eventual arrival at a 
surplus position, is the crux of current speculation 
on the possibility of a net deflationary influence from 
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government upon the economy. This issue becomes 
even more significant in light of the economic assump- 
tions for the coming year made by the Treasury in 
estimating its 1957 tax receipts. 


IMPLICATIONS OF INCOME ASSUMPTIONS 


As tax bases, Treasury economists used estimates 
of personal income for calendar 1956 of $312.5 billion 
and corporate profits of $43 billion. With fourth- 
quarter, 1955, rates already at seasonally adjusted 
annual rates of $312.2 billion and $44.5 billion, respec- 
tively, these 1956 projections seemed, at the worst, 
to imply a halt and levelling off in 1955’s marked 
rate of growth, or, at best, some further, much more 
modest rises in the earlier months of 1956, followed 
and perhaps partially offset by declines in the second 
half. Compared to all of calendar 1955, they indi- 
cated higher personal incomes, and about the same 
level of business profits. 

A further note of caution in appraising the out- 
look on the basis of these assumptions should be 
added: In making similar estimates a year ago, the 
official assumptions put 1955 incomes and profits at 
levels substantially above then current rates and over 
into an area that was generally considered to be on 
the optimistic side.1 

Stripped of possible and often relevant qualifica- 
tions, a government surplus or, particularly, any 
sudden swing from a deficit to a surplus position 
should produce restraining or repressive impulses on 
economic activity. If government takes in more 
money than it pays out, to the extent that it either 
builds up its cash balances or uses the surplus funds 
to retire central-bank held debt, the downward 
direction of impact is relatively clear. But a closer 
look at the kind of surpluses these are to be, and how 
they are to come about tends to reveal a less cer- 
tain case for deflationary influence. A picture tend- 
ing, in fact, to minimize the repressive influence of 
government over the next eighteen months emerges 
from several relatively distinct aspects in the outlook. 

In the first place, the precise significance of the 
official 1956 income and profit assumptions is any- 
thing but clear. While a $312 billion personal income 
and a $43 billion corporate income could strongly 
imply that government economists foresee an easing 
in economic activity in 1956, especially if the normal 
population and labor-force growth are taken into 
account, the budget message itself makes no such 
prediction. 


To the contrary, it speaks with optimism of the 


1As it turned out, 1955 performance surpassed by a sizable margin 
even these estimates. The January, 1955, projections for calendar 
1955 were $298.5 billion for personal incomes, $38.5 billion for cor- 
porate profits. They were subsequently revised upward to $300 
billion and $40.6 billion, respectively, last August; but even the 
revisions fell short of the year’s final totals, an estimated $303.1 
billion in incomes and $43.2 billion in profits. 
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future and of “further” rises in economic activity 
and personal incomes in 1956.1 

It would be difficult, too, to reconcile satisfactorily 
any gloomy expectation with the confidently en- 
couraging, albeit cautious tone of those passages in 
the President’s economic message dealing with the 
immediate outlook. Moreover, these “most carefully 
prepared estimates,” as the Secretary of the Treasury 
was quoted as describing them, were also conceded 
to be “conservative” ones, especially those for corpo- 
rate profits. The Secretary also left the distinct im- 
plication that final figures may well turn out higher 
than now estimated. 


ALTERNATIVE INCOME INTERPRETATIONS 


The Treasury estimates could also be interpreted 
as not implying anything of particular significance for 
the future. In the absence of any statement to the 
contrary, they might indicate nothing more than 
reversion to a Treasury policy of preparing revenue 
forecasts purely on the basis of budget-time income 
and employment levels, with no attempt to forecast 
or to gear future returns to the size of probable future 
tax bases. The assumed 1956 personal income and 
corporate profits figures could be explained by this 
thesis, being both close to, and generally consistent 
with, the level of activity at the time the budget was 
drawn up. 

Closely related to such an interpretation is a paral- 

1The divergence between expectations of unchanged corporate 
incomes and rising personal incomes in 1956 was explained with the 
reasoning that wage increases might well push up business costs, 
while intensified competition would restrain profit margins. Thus 
total profits would tend to remain at about last year’s level. 
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lel but alternate thesis: Once again, as they have 
almost without exception in the postwar era, revenue 
officials are understating future economic growth 
and future tax revenues. 

Finally there is the obvious suggestion, hardly to 
be gainsayed in 1956, that in a year of national elec- 
tions, and with so slim a margin between prospective 
income and outgo, political strategy would dictate 
caution in stating too far in advance any real possi- 
bility for tax reduction. Such a disclosure would 
stimulate free-for-all political activity, while con- 
servative estimates might head it off. In short, there 
could be a downward bias in assumed income levels 
for the coming year. 

The process by which both budget and cash sur- 
pluses are to be generated in 1956 and 1957 also 
supports the conclusion that the net position of 
government will be deflationary, if at all, only in 
a very special sense of the word. They would be 
surpluses produced not by cutbacks in spending or, 
alternatively, by raising tax rates, but by growth in 
revenues from an unchanged tax structure. In fiscal 
1957, moreover, this growth would be accompanied 
by a parallel but smaller rise in public spending. 
Under these circumstances, there would be no force 
pushing activity below its current level. Any repres- 
sive force would be created by a process of economic 
growth; and only if that growth continues beyond 
the current level would it materialize. 

With the present tax structure constant, as the 
budget estimates assume, additional revenues will be 
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forthcoming only from additional incomes and higher 
levels of activity.1 Any deflation stemming from gov- 
ernment activity in 1957, consquently, would be only 
relative—relative to the greater upward movement 
which might have been the case if, instead, taxes had 
been cut as incomes rose. Without such sychroniza- 
tion, fixed tax rates automatically take their levy 
from a rising income-expenditure flow. Dollars that 
otherwise might have been spent or saved by con- 
sumers and business become windfalls for the Treas- 
ury. 

The upward thrust, in short, would be less than it 
might otherwise have been, but it still is a movement 
above previous levels. In effect, the tax structure is 
allowed to operate as a checkrein on the rate of 
advance and is not revised in an effort to keep it rela- 
tively neutral.? 


NO CHANGE, FISCAL 1956 TO 1957 


For another reason—budget performance thus far 
in fiscal 1956—prospects for any marked down- 
ward change over the next eighteen months are less 
than summary surplus-deficit data imply. In the 
first place, by both conventional and cash budgets, 
practically all of any deflationary impact will have 
been felt by the end of the current fiscal year. From 
its $4.2-billion deficit in 1955 government will move 
to a $230-million surplus this year ($2.4 billion cash 
basis). The conventional budget surplus is to rise 
but $200 million in 1957. More significantly, on a 
cash basis the surplus will remain unchanged in 1957. 

Between now and next June the normal seasonal 
swelling in tax payments will make government defla- 
tionary on both budget and cash accounts. Outlays 
in the six months ending next June will drop slightly 
from their July, 1955-December, 1955, total of $33.1 
billion to about $31.1 billion. From then on the 1957 
estimates imply an increase—for the full 1957 fiscal 
year averaging out but $200 million below the rate 
of the last six months of 1955. Over the fiscal year, 
the rise in spending should come very close to match- 
ing the parallel one in tax payments. But in the first 
half of 1957 there will be a deficit as outlays step up 
and the seasonal lag in tax receipts sets in. 

The outlook, in short, is for budget influences 
quite different from those operating, for instance, 
in 1953-1954. Instead of the clear-cut deflationary 
impetus of substantial expenditure cuts then made 

1By the same token, since the sensitivity of the tax structure works 
both ways, the slim margin of a surplus equal to but .7% of total 


(conventional budget) receipts could easily evaporate with any 
moderate faltering in activity. 

2The analysis could theoretically be pursued much further. The 
magnitude of any deflationary impact would also depend on such 
conditions as whether the surplus-generating taxes came from active 
balances and from taxpayers with high propensities to consume or 
not, and whether, in the absence of such taxes on the rising inco mes, 
the increments of income would have been expended or put to less 
active uses. 
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(in the face of, and actually enhancing that short- 
lived recession)? the 1957 plan calls for a $1.6 billion 
rise in outlays. Instead of less orders, employment, 
and income resulting from government operations, 
net new orders and a stepped-up flow of Treasury 
disbursements are planned. 

The “bogey” of deflationary pressures yet to origi- 
nate in federal activities finds little further aid or 
comfort in the latest estimates of government posi- 
tion on income and product account.2 The Presi- 
dent’s Economic Report estimates that in the half 
year ending last December 30, the accrual-basis gov- 
ernment surplus was already at an annual rate, 
seasonally adjusted, of $4.3 billion, an increase of 
$3.3 billion over the rate of the first six months of 
last year. Substantial increases in accrued corporate 
tax liabilities were the most volatile factor, and 
accounted for most of the rise? 


MAJOR IMPACT HAS BEEN ABSORBED 


With corporate income levelling off now, as offi- 
cially suggested, at near the late 1955 annual rate, 
and much the same flattening in store for personal 
incomes, the accrual government position for late 
1955 takes on a benchmark quality and one not sub- 
ject to marked change in the near term. Any future 
change on this basis would largely be the residual of 
the offsetting action of the moderate rate of advance 
in planned outlays against the equally moderate ex- 
pected rise in personal tax accruals. If the correct- 
ness of present Treasury estimates is assumed, the 
major impact of the shift to surpluses has been felt, 
and government’s effect on the rest of the economy 
is not likely to change greatly through fiscal 1957. 

Even if some restraining force should emerge, po- 
tential offsets are to be found in a broad range of 
regular federal programs, which will provide stimulus 
to activity out of proportion to the sums actually re- 
corded for them in the budget. Other offsets are fore- 
shadowed in credit activities (which in many in- 
stances do not enter at all into budget totals) and 
in activities in which federal funds are either a small 
portion of the total outlay involved, or are designed 
to precipitate outlays by others. 

Of the above-mentioned offsets, the stimulating 
effects of projected regular budget activities are most 
easily documented, and are by far the most common- 
place. Although federal purchases of goods and 


'The deflationary force of expenditure reduction was subsequently 
offset in part by the series of tax remissions beginning January, 1954. 

*The budget on income-and-product account differs principally in 
that business taxes are entered on an accrual rather than a collections 
basis and that the surplus of social insurance trust funds is included. 
Among other things, it shows more quickly the effect of changes in 
economic activity upon revenues. 

‘The deflationary influence was, of course, even greater over the 
past year if monetary and credit policies were to be added into the 
balance sheet. 


services should not rise greatly above the current 
$46-billion level next year (in fact, state and local 
demand is likely to outpace the federal rise), the 
stimulus of the $4.3 billion boost in new spending 
authority should create more marked repercussions 
(see chart, page 61). 

The largest single area of change, as has been the 
case in both climbs and cutbacks in federal spend- 
ing, will be in defense. Here, the sharp reductions 
have come to a halt. While national security costs 
will rise $900 million, back to nearly their 1955 level, 
even more significant for prospective business activ- 
ity is the greater upturn in new spending authority. 
The fountainhead from which new contracts and 
new orders flow, such authority will rise for the sec- 
ond consecutive year. Defense Department funds, as 
recommended, would be $1.8 billion higher than 
those appropriated for the current year ($4.1 billion 
above last year), while foreign aid funds would in- 
crease another $2 billion. Together with $13 billion 
of unobligated carried-over money, funds amounting 
to nearly $53 billion are potentially available for 
new defense business. 

The Treasury and the fiscal outlook will only be 
partly affected by this infusion of greater spending 
authority. Budget spending could, in fact, remain 
unchanged, depending on how deliveries are stretched 
out (although the direction of pull of higher spend- 
ing authority on eventual outlays is, of course, up- 
ward). But it is a different story for business. 
Larger new spending authority, augmented by a 
comfortable carry-over of old money, provides both 
continuing demand and longer backlogs behind work 
in progress, as well as net new orders.t Long before 
the budget is affected, increments of new federal 
spending power touch off private activity, initiating 
orders for materials, subcontracting, hiring, and all 
of the chain reaction stimuli which follow an autono- 
mous change in spending. 


NONDEFENSE IN THE ASCENDANCY 


New spending policies in nondefense, moreover, 
may well overshadow those in defense, both in their 
near-term impact and in their longer-range signifi- 
cance. In the President’s words: 


“The growth and movement of our population and the 
complexity of our dynamic society are continually creating 
needs which must be met if we are to build wisely for the 
future. For years, many activities which are desirable for 
fostering sound economic growth have been postponed 
because of the overriding needs of war and defense.” 

“. . budget revenues now permit us to undertake 
some new and expanded programs for enhancing oppor- 
tunities for human well-being and economic growth.’ 


1Rising costs, however, will offset part of the new dollar stimulus, 


using more funds for the same amount of defense goods and services. 
2“Budget Message of the President,” pages M6-M7. 
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The proposed complex of “new or expanded pro- 
grams” reaches into virtually every corner of the 
nondefense budget. Nondefense outlays will rise in 
1957, as a first instalment, some $700 million. At 
$25.5 billion they will be but $1.1 billion below their 
all-time 1949 high (see chart). On a per capita basis, 
they will cost $150 per person; in total, they will 
account for 39% of all federal spending in 1957.1 
Such figures, moreover, do not include any of the 
sharp, but yet undecided, rise in funds expected to 
be authorized this year for Federal Government 
highway aid. 

While secular forces like population growth and 
aging account for many scattered rises, the dramatic 
changes lie in new or refurbished nondefense func- 
tions. In addition to the proposed new interstate 

highway program (costing possibly $2.5 billion a year 
over and above regularly scheduled highway aids), 
there are such new departures as $400 million for a 
farm “soil bank,’ $250 million a year for five years 
in federally financed school construction, and a com- 


1[f foreign aid is also excluded with defense, domestic civilian 
spending in both 1956 and 1957 will exceed that of any previous 
year and, on a per capita basis, be only slightly below the record 
levels of 1949 and 1950. 


The Nondefense Budget 


Billions of dollars Dollars 
27 220 
26 NONDEFENSE 210 
25 -<— EXPENDITURES 200 
24 190 
23 180 
22 170 
el PER CAPITA~] !60 
20 150 
19 200 
18 190 
17 180 
2! 170 
20 160 
‘gees PER CAPITA 4 
18 140 
17 130 
16 120 
15 TA CIVILIAN DOMESTIC 110 
14 EXPENDITURES * 100 


90 
4eneay 45°49 °50 7510 °52 253 °54 °55 °56 257 
Fiscal year data, 1956 and 1957 are estimates 


4 Budget expenditures excluding national security and foreign 
aid outlays 


Sources: Bureau of the Budget; The Conference Board 
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plementary $750 million five-year program of loans 
for the same purpose. 

As for older, continuing federal activities (to cite 
but a few examples) there are to be sizable increases 
in civil public works, with implied commitments for 
follow-up funds to complete projects now starting. 
Funds to expand education, health, and research 
services by the Federal Government are to be sharply 
augmented. Farmers will benefit from a 25% in- 
crease in agricultural research, a 50% increase in the 
school milk program, and a 100% increase in the 
rural development program for low-income farm 
families. 


SPENDING IMPLICATIONS IN THE FUTURE 


The import of many of these proposals lies not so 
much in their immediate contribution to total de- 
mand for goods and services as in their unfolding im- 
plications and future requirements. Once begun, 
additional funds must be provided annually, in some 
cases substantially larger than the first instalment. 
The new farm, school, and highway programs, for 
instance, all envision continuing outlays for a period 
of years. Other civil public works projects, com- 
mencing in 1957 at a cost of but $315 million, will 
require an additional $3.2 billion in later years for 
completion. 

Gradually rismg momentum in spending is also 
typical of many of the larger projects. The yet-to-be 
enacted interstate highway program, for example, 
as recommended last year, would by its fifth year 
cost three times the first year’s outlay. 

No account of economic stimuli originating in 
federal operations is complete without at least token 
reference to the fringe area of induced expenditure. 
Available data may provide inadequate measures of 
their net impact, but the current and future direction 
of influence is clear. Programs on the ascendancy, 
such as the highway and school construction projects, 
are contingent upon matching grants being appropri- 
ated by state and local governments. Matching by 
private funds is required for other new federal pro- 
grams. Still others are designed to induce purely 
nonfederal spending. 

Direct federal loans and investments, which can 
have and formerly had major impact upon budget 
spending, are tapering off. Instead, their role is 
gradually being assumed by guaranties and insurance 
which are reflected in budget outlays only in the 
event of default. 

Outstanding guaranties and insurance under prin- 
cipal credit programs will climb $7.1 billion this year 
to $52.5 billion; they will move on up, primarily to 
underwrite housing activity, another $7.5 billion in 
1957. Moreover, further increases are recommended 
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CONSUMER 
PRICES HIGHER 
OVER HOLIDAYS 


only 0.1% above 1954 according to Tur Con- 

FERENCE Boarp’s consumer price index. A price 
rise of 0.8% between mid-November and mid-Decem- 
ber, 1955, brought the all-items index to 101.0 (1953= 
100), the year’s high. 

The purchasing value of the December dollar was 
99.0 cents (1953 dollar=100 cents), 0.3 cents below 
the previous month and 1.2 cents below its December, 
1954 value. 


Aes 1955 PRICE level, on the average, was 


DECEMBER PRICE CHANGES 


The rise in the general price level in December 
was caused primarily by a substantial increase in 
transportation costs. This index advanced 1.7% over 
the month, reflecting higher new car prices. Lesser 
increases were registered by the sundries and hous- 
ing indexes, up 0.2% and 0.1% respectively. Apparel 
costs remained unchanged over the month, while 
food was slightly lower (down 0.1%). 

The slight monthly decline in food prices was due 
to nearly balancing movements within the food index. 
Fresh meat prices continued to show substantial de- 
clines, especially for pork and poultry. These de- 
creases, however, were almost offset by advances in 
the dairy products and eggs, vegetables and fruits, 
and the other food indexes. Dairy product and egg 
prices rose 0.6%, due to increases for fresh milk and 
eggs. Fruits and vegetables were up 1.7%, mainly 
because of advances in fresh fruit and vegetables. 
And higher prices for both coffee and tea moved the 
other food group up 0.3%. 

The apparel index remained unchanged over the 
month as a slight decline in women’s clothing was 
offset by a rise in service charges. Housing costs 
and sundries were slightly higher as scattered in- 
creases were recorded in all subcomponents of these 
indexes. The considerable rise in transportation costs 
was due entirely to the introduction of the higher 
priced 1956 cars. Public transportation charges re- 
mained unchanged over the month. 
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Reviews of over-all 1955 business activity, in most 
instances, read like the sports pages in an Olympic 
year: records were broken in almost every field. 
The same thing holds true in the case of the price 
level of consumer goods: an all-time high was estab- 
lished in 1955. General price movement during the 
year was, however, very sluggish, relative to business 
activity. The all-items index remained unchanged 
(month-to-month) five times in 1955. It rose by 
only 0.1% in three months and by 0.2% in three 
others, and once, in December, by 0.3%. 

Compared with the previous year, prices were up 
1.2% in December, 1955. Food prices were un- 
changed. All other components registered increases 
from December, 1954 to December, 1955: apparel 
was up 0.4%, housing 1.0%, sundries 1.6% and trans- 
portation 4.8%. The year-chart shows prices inching 
up almost imperceptibly for the first half of 1955, 
while the slight upward trend becomes more pro- 
nounced in the second half. The steady upward move- 
ment became apparent first in the sundries index, 
which started rising in April, while housing, apparel 
and transportation followed around July. Only the 
food index showed counterbalancing movements over 
the year. 


FOOD PRICES UNCHANGED 


The food index as a whole was unchanged from 
December, 1954, to December, 1955; its parts how- 
ever showed considerable changes. Dairy products 
and eggs were 5.1% above the 1954 level as a result 
of sustained price increases for eggs and fresh milk 
during the last half of 1955. Vegetables and fruits 
followed with a slightly smaller increase of 4.4%. 
This index registered increases which were far more 
than seasonal in the beginning of the year, because 
of adverse weather conditions. These affected vege- 
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Consumer Price Index Changes Over 1955 
4,8 


Percentage Increases from 
December, 1954, to December, 1955 


(1953=100) 


WL 


APPAREL HOUSING SUNDRIES TRANSPORT- 


ATION 


0.3 
0 ee 
FOOD AL 
ITEMS 


BUSINESS RECORD 


The Conference Board's Consumer Price Index—United States 
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Consumer Price Index Changes During 1955 


(1953=100) 
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table prices primarily, especially potatoes. During 
the summer prices levelled off to rise again in the 
last quarter of 1955. Cereal and bakery products 
were up 0.4%, rising slowly, steadily over the year. 


All these increases were offset by very substantial 
declines in the meat, fish and poultry, and the other 
food groups. The meat, fish and poultry index (down 
4.1%) was steady during the first half of the year, 
when price declines for beef and pork were offset by 
higher poultry prices. During the last part of the 
year, however, beef and pork fell more sharply, while 
poultry joined the downward trend. The decline in 
the other food index resulted from the break in 
coffee prices, only partly offset by rising tea prices. 


The main factors causing the increase in housing 
costs during 1955 were higher rents and fuel prices. 
Rents, moving with the steady upward trend, rose 
14% during the year. Fuel prices, which follow a 
more seasonal pattern, registered scattered increases 
and moved up 2.1% from December, 1954 to Decem- 
ber, 1955. Substantial annual advances were recorded 
in gas and electricity rates (up 3.6% and 0.8% re- 
spectively). Other household operations and house- 
furnishings and equipment showed lesser increases. 


Apparel costs rose 0.4% over the year, resulting 
from increases of 0.4% for men’s clothing and 2.1% 
for materials and services. Prices for women’s ap- 
parel, on the other hand, declined 0.2%. They moved 
down steadily during the year, picking up only dur- 
ing the customarily higher autumn months. 

As the result of a 5.3% increase in automobile costs 
and a 1.9% increase in public transportation, the 
transportation index advanced substantially during 
the year. Public transportation rates have been ad- 
vancing steadily for the last few years and this trend 
was continued throughout 1955. The automobile 
index was somewhat less stable. During the first 
three quarters of last year slight increases were re- 
corded, mainly because of rising upkeep costs. Some 
fluctuations occurred during the year reflecting 
gasoline price wars in various areas. For the last 
three months however, the automobile index rose at 
a greatly accelerated rate. This was due to the in- 
troduction of the higher priced 1956 models. These 
increases, combined with the continuously higher 
public transportation rates, brought the transporta- 
tion index to an all-time high in December, 1955. 
Record dealer inventories of new cars at the begin- 
ning of 1956 suggest the possibility of heavy down- 
ward pressure on prices of new cars in the future. 

The sundries index, which includes many services, 
also recorded a peak in 1955. The largest annual 
advance was recorded in medical care charges; they 
were up 3.1% from December to December. The per- 
sonal care index followed with a 2.8% increase, due 
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to higher service fees as well as higher prices for 
toilet articles. Both the medical and the personal 
care index followed the general trend, had inched up 
continuously throughout the year. Costs for alcoholic 
beverages and tobacco, and recreation showed lesser 
increases; they were 0.9% and 0.6% higher respec- 
tively. Most of the advances in these indexes were 
concentrated in the latter part of the year. 

The consumer dollar lost 1.2 cents in purchasing 
value during the year. This decrease brought it to 
an all-time low. 

Heiten BacuNner 
Statistical Division 


The Fiscal Outlook 


(Continued from page 63) 


in statutory authority to create such stimuli. After a 
$12.5 billion increase in newly legislated authority 
this year (including loan and investment authority) 
another $7.2 billion is now proposed for 1957. 

Finally, how might a federal debt repayment policy 
affect national economic activity? Basically, it is the 
excess of tax receipts that creates the potential 
restraining force, reducing private funds and capa- 
bilities. What effect eventually emerges from the 
process of paying off debt can vary considerably. 
But, despite potential complexities, the fact remains 
that debt reduction need not be deflationary. 

With a “loaned-up” banking system for example, 
bank reserves freed by repayment of commercial- 
bank held public debt (if not neutralized by central 
bank policy) could be the basis for multiple new and 
productive loans. These, in turn, could stimulate 
additional activity and income, thereby also enlarg- 
ing the tax base and, eventually, offsetting any re- 
pressive effects produced by the initial tax surplus. 
On the other hand, repayment of bonds held by indi- 
viduals or nonbank businesses simply operates as a 
transfer of purchasing power. The ultimate economic 
effect of this transfer would depend upon an involved 
series of comparisions of (1) what would have hap- 
pened if there had been no surplus taxation with 
(2) the disposition of the debt proceeds actually 
made by the payees. Only in the case of redemption 
of central bank held debt does a deflationary effect 
necessarily predominate, and then only providing 
other offsetting monetary policies are not pursued. 


TuHeopore R. Gates 
Division of Business Economics 


1Given certain circumstances, in fact, it is theoretically possible 
that paying off debt with surplus taxes could lead to inflationary 
pressures, depending essentially upon the source and the ultimate 
use of such funds. For example, were taxes to be collected largely 
out of savings or from taxpayers with low propensities to spend 
and turned over to bondholders with high propensities to spend the 
effect would be inflationary. 


MANUFACTURING 
PROFITS 
IN 1955 


W 7 HILE THE TALLY for 1955 is not yet 
complete, there is no doubt about the fact 
that it was a highly successful year for busi- 

ness enterprise. Total corporate business scored an 
impressive 26% increase over after-tax net profits of 
1954. In terms of earnings, manufacturing concerns 
appear to have outdistanced other types of enter- 
prises. For the first nine months of 1955, their net 
profits after taxes were running fully one third ahead 
of the like period! of 1954. Within the manufactur- 
ing sector, the 1955 prosperity was impressively per- 
vasive. With the exception of firms producing instru- 
ments and related products, all major industries 
appear to have bettered their 1954 records. 


WHERE GAINS WERE SCORED 


In general, the 1954-1955 increase in earnings of 
durable goods industries was markedly sharper than 
that of soft goods manufacturers. Through Septem- 
ber, 1954, profits after taxes for durables producers 
declined by almost 9% from comparable 1953 levels. 
By September, 1955, they had recaptured their earlier 
losses, and were 30% ahead of the 1953 record. Non- 
durables producers experienced less volatile earnings 
patterns: in the first nine months of 1954 their 
earnings sagged by only 4% from prior-year levels; 
as of the fall of 1955, earnings of these industries 
exceeded the comparable period in 1953 by about one- 
fifth. 

Classified by asset size, both large and small enter- 
prises showed earnings advances. However, the 
performance of the smallest firms fell behind that 
of the manufacturing sector as a whole. In the first 
nine months of 1955, corporations with assets of less 
than $250,000 improved their dollar net profits (after 
taxes) by less than 13% over 1954; they were still 

‘Statistics on manufacturing firms, used in this article, are based 
on quarterly financial reports of the Federal Trade Commission and 
Securities and Exchange Commission, unadjusted for seasonal varia- 
tions. Data on earnings included in these reports differ somewhat 
from Department of Commerce tabulations. Throughout this article, 
comparisons of 1955 manufacturing data, which are available in 
detail only through September of last year, are made with identical 


periods in prior years in order to minimize the effect of seasonal 
fluctuations. 
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fully 45% behind the like period of 1953. While 
manufacturing corporations in general earned 5.3 
cents on each dollar of sales in the first three quarters 
of 1955, profit margins for the smallest firms were 
only 1.4 cents on the sales dollar. Return on invest- 
ment showed the same striking differences. Manu- 
facturing corporations in general earned 6.1% on 
total assets in January-September, 1955; the small- 
est firms, only 2.6%. 

What are some of the factors that account for the 
divergences between large and small size firms in 
1955? Was size a principal determinant of business 
profitability? 

Despite the contrasts in earnings records of the 
various asset-size groups, it can hardly be said that 
size alone constituted an index of the prosperity of 
individual firms in 1955. A detailed breakdown of 
aggregate profits data into asset-size groups reveals 
no persistent relationship between asset size and 
degree of earnings improvement. For example, firms 
with assets of $1 million-$5 million showed a 62% 
advance in net profits after taxes between 1954 and 
1955; those in the $100-million-and-over group in- 
creased their earnings by only 33%. Dollar profits 
after taxes rose by 39% for manufacturers with assets 
of $250,000-$1 million, by only 29% for the $5 mil- 
lion-$100 million group. 

The record reveals that in contrast to larger size 
units small business displayed an erratic pattern of 
improvement in earnings during the 1955 recovery. 
The profits uptrend for manufacturing industries as 
a whole began in the final quarter of 1954, and con- 
tinued to gain momentum through September of 
1955. Compared to quarterly periods in the preced- 


The 1955 Gains in Earnings 


ALL MANUFACTURING] 33 94 
CORPORATIONS mm 22-9 % 


BY ASSET SIZES, IN MILLIONS OF DOLLARS 


LED 
Wf, Yy 29.3% 
Ys g “Gy 33.3% 


Note: Net profits after nom January-September 1955 as per cent of 
January-September 19: 


Sources: Federal Trade va Securities and Exchange Commis- 
sion; The Conference Board 
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All Firms Gained in 1955—Compared with 1953, Larger Firms Did Best 


% % 


6 Net profits after taxes, per dollar of sales, January-September, SEA 
1953-1955 Encccoronod 6 


Sources: Federal Trade Commission; Securities and Exchange Com- 
mission; The Conference Board 
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ing year, net profits after taxes were higher by 18% gains. The smallest size firms, with assets under 
in the final months of 1954; by 29% in the first $250,000, improved the least, increasing their volume 
three months of 1955; by 33% in the second quarter, by less than 4% over 1954, and falling 11% short of 
and by 41% in the July-September period. Earnings 1953 levels. The largest firms, with assets of $100 


before taxes showed a similar pattern. The uptrend million or higher, scored the greatest gains. For this 
tended to parallel the course of manufacturing pro- group, 1955 sales volume showed a 15% climb over 
duction, which advanced throughout 1955, and 1954, and exceeded 1953 by more than 7%. Advances 
showed a progressive widening of margin over 1954 for other groups showed less precise correlation with 
with each succeeding quarter. asset size. Corporations with assets of $250,000- 
For firms with investments of $1 million or higher, $1 million, and those with assets of $1 million-$5 mil- 
quarterly patterns for the various asset-size groups lion experienced sales gains of roughly 10% over 
corresponded to the aggregate of all manufacturing. 1954; those with assets of $5 million-$100 million, 
But for those with assets of $250,000-$1 million, only 7%. 
earnings mounted sharply in the final quarter of 
1954, then slowed down through the first half of COSLS; ANDEMARGINS 
1955. In last year’s third quarter, they again The effect on earnings of the 1955 improvement in 
widened their profits differentials over 1954. sales was intensified by a decline in relative produc- 
The smallest firms, with assets under $250,000, tion costs and a concomitant upswing in profit mar- 
showed even greater fluctuation in their earnings gins for all asset groups. However, gains were un- 


pattern. Matched against preceding periods, their evenly distributed. Relative to 1954, firms with 
profits climbed most dramatically in the early months assets of $1 million-$5 million displayed the most 


of 1955, then sagged below 1954 in the second quar- striking advances in after-tax earnings per dollar of 
ter. In July-September, 1955, they again exceeded sales. The smallest firms again showed a lesser degree 
1954 profits levels. of advance than others. Compared to 1953, however, 
Behind this diverse profits experience among the it was the largest firms that registered the greatest 
several asset groups was a varied pattern of changes increases. (Unlike other groups, firms with assets of 
in sales volume and production costs. For the manu- $100 million and over had already improved their 
facturing sector as a whole, shipments in the first earnings margins from 1953 to 1954.) 
three quarters of 1955 reached new heights. As of Many factors account for the less dramatic incre- 
September, last year’s sales volume was about 2% ments in earnings, sales, and profit margins of the 
ahead of 1953, and 11% better than 1954. While smallest size manufacturing firms. For one thing, 
small, medium and larger size firms surged forward the aggregate data for the smallest size class con- 
notably, they showed marked differences in relative ceals very wide differences in the experience of the 
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separate firms included within the group. One of 
the reasons for these differences is the fact that the 
lowest asset group typically contains the largest num- 
ber of new firms. Department of Commerce data 
reveal, for example, that 88% of the corporate manu- 
facturing enterprises which began operations in 1954 
employed fewer than twenty persons. Since number 
of employees correlates in general with extent of 
manufacturing investment, these firms fell predomi- 


1This observation is supported statistically by the movements in 
effective tax rate for the “under $250,000” group. Effective tax 
rates for the group as a whole are computed by dividing the sum of 
federal tax allocations by annual net earnings before taxes. Between 
1953 and 1954, the effective tax rate for the “under $250,000” group 
increased from 45.7% (in 1953) to 58.6% (in 1954). In these two 
years, net profits before taxes for the group as a whole declined from 
$383 million to $222 million. Since over-all tax rates were eased 
between 1953 and 1954, an actual uptrend in effective tax rate, 
especially in view of the decline in profits, would appear to be impos- 
sible. The uptrend evidenced by the computed figures can only be 
explained by the existence of wide divergencies in the experience 
of the individual firms within the group. Taxes, of course, are levied 
on the individual firm rather than on an asset-size group, and the 
sum of tax allocations for the group as a whole covers only firms 
with taxable earnings. Since there are no negative taxes, firms with 
losses are actually excluded from the tax totals. Aggregate earnings 
data, on the other hand, are computed as the sum of profits of firms 
with positive earnings reduced by the losses of enterprise with less 
fortunate operating experience. Loss firms, therefore, reduce the 
profits, but not the tax figures of the group as a whole. The rise in 
effective tax rates for the “under $250,000” group between 1953 and 
1954 is evidence of the fact that the group includes firms with expe- 
rience ranging broadly from negative to positive earnings totals, and 
a large number of corporations moved from a profit to a loss basis 
in 1954, or from a loss to a larger loss. The variation in experience 
of firms within the smallest asset group which existed in 1954 doubt- 
less continued in 1955. 


nantly in the lowest asset group. On the whole, 
businesses tend to have the least favorable operating 
experience in the early years of their existence. The 
heavier weight of new enterprises in the lowest invest- 
ment class tends to draw down the profit totals of 
this group, and the more successful experience of 
older units is diluted in the aggregate data. 

Moreover, the most profitable smaller firms prob- 
ably enlarge their investment totals, and thereby 
shift into higher asset groups. In statistical terms, 
their favorable performance is subtracted from the 
lowest asset class and added to that of a higher group. 
This shifting, of course, tends to exaggerate the dif- 
ferences between small and larger size asset classes. 

Performance records of the size groups is also in- 
fluenced by their industrial composition. No cross- 
classification of asset-size group by industry is avail- 
able for 1955. However, past experience indicates 
that industry composition varies considerably among 
size groups. Tabulations based on corporate tax re- 
turns reveal, for example, that in 1951 industries 
which accounted for 75% of the manufacturing firms 
in the under-$250,000 asset group were responsible 
for less than two fifths of the firms in the $100- 
million-and-over class. Doubtless such differences 
also existed in 1955 and were responsible, at least 
in part, for asset-group differences. 


Betta Kosocow 
Division of Business Economics 


Year-to-year Change in Dollar Sales of Manufacturing Firms 
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FINANCIAL NOTES AND FOOTNOTES 


WO QUESTIONS were uppermost in the 

minds of money market students as the month 

of January came to a close. One was whether 
sufficient change had taken place in the current 
state of business or in the outlook to persuade the 
Federal Reserve authorities to introduce a_ policy 
of greater ease in the near future, or if no such degree 
of change had yet occurred, whether it was in the 
offing. 

The other asked whether, regardless of early action 
of the sort by the authorities, substantially greater 
and relatively enduring ease was to be expected in 
the weeks and even months ahead. 

It had, of course, been evident for a good while 
past that a change of heart had occurred among the 
agencies directly interested in home financing. The 
Federal Home Loan Board had eased its restrictions 
upon the lending of their members and, more re- 
cently, the FHA and the VA had returned to the 
thirty year limit on loans they insured or guaranteed. 

To make sure, apparently, that no one would be 
in doubt about official thinking onthe subject, 
Undersecretary of the Treasury Burgess late in the 
month had this to say: “During the past year, the 
volume of construction has threatened to outgrow 
the amounts of money, labor, and materials which 
were available, and in some places to outgrow the 
market for specific types of construction. The result 
was an inflationary tendency toward price increases 
which, if carried too far, would have seriously in- 
creased the cost of housing and made good homes 
less readily available for the American people. 

“To meet this situation, the government took 
various steps, including a general policy of credit 
restraint on the part of the Federal Reserve System 
and specific action in the field of housing to assure 
sound quality in the making of mortgages. These 
steps included charging of closing costs to the bor- 
rower, the increase in cash down payments required, 
the shortening of maturity from thirty to twenty-five 
years, and precautionary action by the home loan 
banks. 

“The net result of these changes was that before 
the end of the year there was considerable decline in 
the applications for mortgages insured by govern- 
ment agencies and a smaller, but significant, decline 
in new housing starts... . 

“Under these circumstances and to make sure that 
the decline does not go too far, a number of actions 
have been put into effect. One of them is the greater 
use of the machinery of the Federal National Mort- 
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gage Association. A second is the modification of the 
policy of the home loan banks, and a third is the 
restoration of the thirty-year limit on government- 
insured mortgages.” 

Essentially the same analysis and interpretation 
of recent events was included at the same time in the 
Economic Report of the President. 

As for other areas in the business situation, while 
the President is convinced that “taking recent devel- 
opments all together, it is reasonable to expect that 
high levels of production, employment, and income 
will be broadly sustained during the coming year, 
and that underlying conditions will remain favorable 
to further economic growth,” it is observed that “the 
scope of economic expansion has narrowed .-in recent 
months and its pace has slackened. Declines have 
lately been under way in housing starts, automobile 
production and other activities.” 

And then: “The clearest lesson of recent economic 
history is the need for alertness to economic change 
and for prompt adaptation of economic policies to 
changing business conditions. It is important to 
avoid complacency and to bear in mind the uncer- 
tainties that always surround the future.” 

At another point the President observes that “be- 
cause the creation of new money has been kept down, 
the recurring problem of preventing inflation should 
be less difficult in the future.” 

Does all this taken in the context of the current 
business outlook suggest a change in Federal Reserve 
policy? There is certainly no unanimity about the 
answer to this question. 

Meanwhile, indications of greater ease in the 
money market itself have been appearing. The 
longest Treasury bill was being sought at 2.32% near 
the end of the month. This compared with 2.53% a 
month earlier. The rate on acceptances was shaded 
late in the month, and yields on governments have 
been apparently headed downward. A number of 
qualified observers foresee considerable reduction in 
near-dated Treasury debt in the months ahead. All 
in all, the pressure seemed to have eased considerably 
during the first month of the new year. 

At the same time reports generally circulating in 
the financial district indicate sustained demand for 
substantial amounts of funds at least for a good while 
to come. On the whole, it is agreed that ease devel- 
oping independent of the Federal Reserve policy 
would be limited for the foreseeable future. 


Freperick W. JoNEs 
Division of Business Economics 


SELECTED BUSINESS INDICATORS 


Industrial production 


Nondurables manufacturing 
Durables manufacturing 


Wholesale prices 
All commodities 


Prices received and paid by farmers 
Prices received 
Prices paid! 
Parity ratio* 


Employment and unemployment (Census) 
Labor force 
Employment 
Nonfarm employment 
Unemployment 


Nonfarm employment (BLS) 
Total 
Production workers in durables manufacturing 


Production workers in nondurables manufacturing... 


Employees in nonmanufacturing 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average weekly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Personal income 


Instalment credit 
Extensions 


Total private 
Private nonfarm residential 


Retail trade: Durable goods stores 
Inventories 


Retail trade: Nondurable goods stores 
Inventories 


1947-49 = 100 S 
1947-49 =100 S 
1947-49 = 100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1953 = 100 
1953 =100 
1953 = 100 


1910-14=100 
1910-14 = 100 
1910-14 =100 


Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 


Thousand persons S 
Thousand persons S 
Thousand persons S 
Thousand persons S 


Hours 
Hours 
Hours 


Dollars 
Dollars 
Dollars 


Dollars 
Dollars 
Dollars 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Million dollars S$ 
Million dollars S 
Million dollars 


Million dollars S A 
Million dollars S A 
Million dollars S A 


Million dollars S 
Million dollars S 


* 


Million dollars S 
Million dollars S 


* 
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Decemberp| November 


October 


78.50 
85.07 
69.32 


309.2 
220.4 
94.1 


3,064 
2,773 
26,963 


42,312 
30,612 
16,488 


10,720 
5,764 
1.86 


12,570 
10,013 
1.26 


December 


10,0306 
4,948b 
2.036 


12,0506 
9,412b 
1.28b 
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SELECTED BUSINESS INDICATORS (Continued) 


Decemberp} November | October | December 


Durables mfg.: Sales and inventories 
Inventories Million dollars S a. 25,900 25,555 23,959b 
Million dollars S a. 13,720 13,302 11,3145 
: a. 1.89 1.92 2.12b 


Nondurables mfg.: Sales and inventories 
Inventories Million dollars S .d. 19,651 19,710 19,3116 
Million dollars S a. 13,598 13,357 12,6506 
* d. 1.45 1.48 1.536 


Million dollars a. 1,302 1,395 1,2506 
Million dollars a. 1,053 1,010 8406 
Million dollars a. 249 385 4116 


Billion dollars 5 173.2 175.8 186.3 
Deposit turnover: New York City ; .d. 45.9 46.1 42 .6b 
Deposit turnover: 337 other centers® n.d. 20.9 20.3 19.65 


Eight sensitive business indicators 
Residential building contracts Thous. sq. ft. fl. sp.S k 82,002 73,650 97,848 
Nonresidential building contracts Thous. sq. ft. fl. sp.S 50,837 47,724 50,837 
New orders, durables Million dollars S 4 14,631 14,132 10,4916 
Average work week Hours S 41.1 40.9 40.0 
Raw materials prices 1947-49 = 100 88.5 89.3 89.9 
Stock prices, industrials 1926=100 : 491.1 433 .2 355.5 
New incorporations Number S f 11,715 11,155 12,041 
Business failures Number S 988 930 972 


1955 1954 
Chartbook . ° ee eS ee eee 
Page “ Sab Pe IV m1 I IV 
Quarterp Quarter Quarter Quarter 
Gross national product 
5 POEL ees opet eae fake corel S16 escretasaiiees soars susie s'5 vapeiaih = Billion dollars S A 397.3c |r 392.0 384.8 367.1 
inaldemand’.. Mees tee yee res pest ee eee ws Billion dollars S A 392.3c |r 389.6 380.5 367.7 
Change in business inventories.................... Billion dollars S A 5.0c 2.4 4.3 -0.6 
Disposition of personal income 
otal personal WiGOme. 22 een deri sets aici laje s+ s-219.0 Billion dollars S A 312 .2c 306.1 300.5 290.8 
25 Disposable personal income............-.....++6- Billion dollars S A 276 .9¢ Q71.7 267.1 257.8 
Personal consumption expenditures................ Billion dollars S A 257.5¢ |r 255.7 250.5 241.0 
BersGnal Savi < aci.. eotcihtisly Seieisibinsravdewansyeryshace 8 Billion dollars S A 19.4¢ |r 16.0 16.6 16.8 
Corporate profits 
Beforetaxes iki... sedsiaeeets.« cbisiatd epee ctakis daeve's © Billion dollars S A 44.50 |r 44.5 43.0 36.0 
29 NUE ED. PACE IS TO EERO, Bam A RICE Ae re ee Billion dollars S A 22.2c |r 22.2 21.4 17.9 
PINIGeNd PAVINENUS yc cos ace Ne deen te seeete ei Billion dollars S A 12.6c 11.0 LOM 10.6 
Retained earnings... cach sede ess s ets Chee ee ae. Billion dollars S A 9.6c |r 11.2 10.7 7.3 
Business expenditures for plant & equipment 
SROUAN eee eer Mey ate eee seit esis 06 sateSamie erie uote Billion dollars S A 30.86 29.65 27.19 26.18 
31 Manufacturing industries................020200005 Billion dollars S A 12.64 11.97 10.84 10.58 
Nonmanufacturing industries...................4. Billion dollars S A 18.22 17.68 16.35 15.60 
Federal budget receipts and expenditures 
45 Recerta drat satay ste OP ds estes te creat pec tatny + <> Million dollars 12,243 12,997 18,208 10,582 
[Dg CG Tc ee gn Ee EE I, ee Million dollars 16,178 16,947 17,261 14,987 
Cumulative surplus or deficit®..................--- Million dollars ~7,885 -3,950 —4,193 9,294 
Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; cisco, Los Angeles and New York. 7Gross national | aj eo less change in business 
‘Tue Conrerence Boarp; Department of Agriculture; Bureau of the Census; inventories. *Beginning July 1. S-seasonally adjusted. A-annual rate. a-anticipated. 
Securities and Excha: Commission; Bureau of the Budget; F. W. Dodge Cor- For the I Quarter of 1956, anticipated outlays are: Total, $1.60; Manufacturing, 
poration; Standard & Poor’s; Dun & Bradstreet. 13.44; and Nonmanufacturing, 18.16. b-November, 1954 for monthly data; 
1Includes interest, taxes and wages. *Prices received divided by prices paid. c-Estimate of the Council of Economic Advisers. p-prelimina’ . rtevised. *End- 
‘Data exclude the Armed Forces. ‘Labor i income” * includes, wages and salaries, of-month inventory, divided by sales during the month. Debits (annual rate) 
and “other labor income.” Both “labor income” and “other income” include em- divided by deposits, pesecuslly adjusted. n.a.Not available. AChartbook of Cur- 
ployee contributions to social insurance, which are excluded from the total. ‘Includes rent Business Trends, Tun CoNFERENCE Boarp, 1955. Copies available to Board 
grant-aid shipments. *Excludes Boston, Philadelphia, Chicago, Detroit, San Fran- Associates on request, without charge. 
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Executives Report 


FAST WRITE-OFFS SPUR DEFENSE EXPANSION 


cooperating in this month’s survey of busi- 

ness practices feel that the government’s 
accelerated tax amortization program hasbeen of 
considerable importance as an inducement to expan- 
sion of defense facilities. 

Most participants in this survey agree that some 
incentives are necessary to stimulate expansion and 
dispersion of defense facilities. However, there are a 
few vigorous dissenters. And there are others who 
see a need for a distinction between incentives for 
expansion and those for dispersion. 

The kinds of incentives suggested fall generally 
into the classifications of profit protection, tax incen- 
tives, special depreciation and amortization allow- 
ances, liberalized renegotiation, and government sub- 
sidies, guarantees and/or favorable loans. 

Practically none of the companies cooperating in 
the survey reports that defense considerations have 
been a dominant influence on its choice of location 
for plant expansion in the past five years. 

There is a feeling on the part of several executives 
that the accelerated tax amortization program has 
been misunderstood by the public at large. The 
treasurer of a machine-tool company writes: 


Me OF THE 126 manufacturing companies 


“We feel very strongly that the insidious publicity 
given to ‘special tax consideration’ should be debunked. 
If Mr. and Mrs. Average American were made to realize 
that only the original investment is recoverable through 
depreciation—and that no further deductions are allowed 
when the cost has been written off—there would be much 
less misunderstanding.” 


The vice-president of a company making engines 
and turbines expresses a similar view: 


“We agree that the program of rapid amortization of 
defense facilities has undoubtedly been a prudent stimu- 
lant to the necessary modernization and growth of the 
American defense industry, and that it has definitely 
made its contribution to the so-called broadening of the 
industrial mobilization base. Nevertheless it is necessary 
that all concerned see this measure in its right light and 
do not regard it as a windfall for industry. We believe 
that there are probably very few government policies 
which are as much misunderstood and misjudged as the 
so-called certificates of necessity.” 


MOST COMPANIES NOT GREATLY AFFECTED 


Most cooperating companies report that their ex- 
pansion plans since 1951 have not been greatly in- 


fluenced by the accelerated tax amortization program. 
Of course, many of these manufacturers produce 
goods for civilian consumption only, and thus are 
not eligible for participation in the program. But 
even among many companies which make defense 
materiel there is a feeling that the program has been 
of minor effect on their expansion plans. 

The comment of a producer of miscellaneous metal 
products is typical: 


“We have expanded our existing plants considerably 
since 1951 and have been granted accelerated tax amorti- 
zation on a considerable percentage of these expenditures. 
Most likely we would have made the same additions to 
our plant capacity even if we had not been granted tax 
amortization.” 


The assistant treasurer of a chemical company is 
even more positive when he remarks: 


“T am inclined to doubt that any of our plant con- 
struction programs since 1951 were entered into solely 
because we were able to obtain accelerated tax amorti- 
zation on the facilities. There are two reasons for this 
belief: 

“(1) During the Korean and post-Korean period, it was 
impossible for us to obtain certificates that would permit 
accelerated amortization on 100% of the amount of our 
investment. The percentage of the investment that was 
subject to accelerated amortization usually amounted to 
about 50%. 

“(2) During the Korean period, industry understood 
that the nondepreciated part of any plants built under 
accelerated tax amortization could not be written off 
completely, taxwise, during the year in which the Korean 
hostilities terminated. Upon termination of World War 
II, in contrast, companies were able to write off com- 
pletely on their tax books the nondepreciated part of 
plants that were subject to accelerated amortization.” 


The treasurer of an automobile equipment com- 
pany says: 


“The accelerated tax amortization program, has 
probably not, in and of itself, caused us to make any 
plant expansions which would not otherwise have been 
made. The excess profits tax, and the bearing it had on 
rapid amortization programs, was probably the prime 
tax factor in effect in evaluating expansion of plant ca- 
pacity during the period.” 


And an official of an automobile parts and equip- 
ment company feels: 
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“Since the company had a real need for additional 
plant capacity, there is a reasonable possibility that the 
plants would have been built whether there had been 
such a program or not.” 


Major Influence in Some Industries 


Although most companies report the accelerated 
tax amortization program has had little effect upon 
their expansion plans, an important body of cooper- 
ators indicate that it has been of great significance 
to them. These companies are largely in the steel, 
machinery and chemical industries. An emphatic 
vote is cast for accelerated amortization by a manu- 
facturer of specialized industrial machinery who says: 


“Early in the Korean war emergency we constructed 
a major addition to our plant for the express purpose of 
processing a major defense contract. A certificate of 
necessity was secured on 75% of the cost of this ex- 
pansion. We very definitely would not have undertaken 
this expansion if it were not for the accelerated amorti- 
zation privilege. In fact, we would not have been in a 
position to accept the defense contract in question but 
for the rapid amortization privilege.” 


The president of an automobile equipment com- 
pany writes: 


“We did build a Midwestern plant in 1952 because of 
the benefit we derive from the accelerated tax amortiza- 
tion program. The program was a major contribution in 
providing for that expansion.” 


The secretary of a building materials company is 
equally emphatic in feeling that accelerated amor- 
tization has been a significant influence in his com- 
pany’s expansion. He states: 


“In the year 1951 we began construction of a new 
plant under a certificate of necessity permitting us to 
take accelerated amortization on 70% of the cost over 
a five-year period. The fact that we were able to obtain 
this certificate of necessity had a profound effect on our 
decision to proceed with construction at that time. In 
fact, it is doubtful whether we would have commenced 
construction in 1951 without the certificate.” 


The chairman of the board of a machine-tool com- 
pany says: 


“We have had some plant expansion since the present 
amortization program went into effect in 1951. We would 
not have built that plant if there had been no such pro- 
gram. It was built at the urgent suggestion of the gov- 
ernment, but was not absolutely a necessity in our judg- 
ment.” 


Several executives feel that the program is a posi- 
tive force in defense expansion because of its influ- 
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ence on the timing of construction plans. The con- 
troller of a chemical company comments: 


“We expanded one of our facilities because of the 
accelerated amortization. We made other additions, 
where accelerated amortization was received, which might 
have been built at the same time without that help. The 
fact that rapid amortization was available undoubtedly 
tipped the scales in favor of immediate construction 
which otherwise might have been delayed.” 


And a foundry vice-president comments: 


“We definitely have effected some plant expansion on 
which we received accelerated amortization since 1951. 
The decision to make certain additions was greatly influ- 
enced by the fast tax write-off. At present, we can get 
no certificates of necessity, but if we could, we would 
tend to implement some expansion plans faster than we 
now will without the accelerated tax amortization.” 


Important, But Not Decisive 


Several companies label the program as “a very 
important factor” in their decisions on expanding 
facilities, but do not indicate that it has been the 
decisive factor. For example, an official of a miscel- 
laneous metal products firm remarks: 


“Our decision to expand was based on an indication 
that we would be allowed accelerated tax amortization. 
Tt may well be that we would have decided to go ahead 
without benefit of such a promise for the reason that we 
were very anxious to join in the program of defense pro- 
duction. But we can say that an allowance of accelerated 
tax amortization was a very important factor in our 
decision to build this new facility.” 


In like manner, the treasurer of an instruments 
and controls company comments: 


“Tn 1951 we started construction of a building that 
would expand our floor space by approximately 50%. 
Since our normal growth trend would not have called for 
expansion of that magnitude for a considerable number of 
years, there were three related reasons for building at 
that time. First, there was a sudden increase in demand 
for our product because of the Korean war. Second, we 
were given a certificate of necessity by the government 
which made it possible for us to get the materials, etc., 
for building. And third, we were able to get the tax 
advantage of the accelerated amortization program. 
Lack of any one of these three would have seriously 
affected our decision but it is difficult to reconstruct our 
reasoning on an ‘as if’ basis. In other words, the amorti- 
zation program was an important factor, but it is quite 
possible that under the pressure of the defense program 
we might have gone ahead with the building even with- 
out the tax benefit.” 


The way in which accelerated tax amortization in- 
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fluenced the expansion decision for a heating and 
plumbing manufacturer is explained by an executive 
as follows: 


“Our company had been expanding continuously. As 
further expansion was being considered, forecasts were 
made of the amount of funds that would be available 
to finance the cost of the facilities and the additional 
inventories and receivables incident to a larger volume 
of business. The funds provided by speeding up the 
cash flow by means of accelerated tax amortization have 
been a very important factor in influencing us to continue 
expanding.” 


PROGRAM'S EFFECTIVENESS 


While a large majority of the participants in this 
month’s survey report that accelerated amortization 
has not been a decisive factor in their own expansion 
activities over the past five years, still they believe 
that the program has had a major influence on de- 
fense expansion generally. In fact, one half of the 
companies believe the program has had an important 
effect on the build-up of the nation’s defense facili- 
ties, one quarter call the effect moderate and only a 
handful regard it as negligible. A few companies do 
not have sharply-defined opinions. 


A Major Contribution 


Strengthening of working capital and substantial 
increases in capacity are mentioned by those feeling 
that the program has been a major influence on de- 
fense expansion. The treasurer of an electrical ma- 
chinery company comments: 


“In view of the substantial amount represented by the 
tax amortization certificates granted, I feel that they 
have been a major contribution toward expansion. Also, 
it is my impression that when the tax amortization pro- 
gram was cut back, some expansion programs previously 
contemplated were abandoned or reduced.” 


The controller of a steel company is equally out- 
spoken in so far as the effect of the program on his 
industry is concerned. He remarks: 


“In the steel industry we feel that the availability of 
accelerated tax amortization was a major influencing 
factor resulting in the expansion of over-all capacity from 
approximately 100-million net tons of ingot capacity at 
the end of 1950 to approximately 126-million net tons 
of capacity at the end of 1955.” 


And an executive of a foundry company also feels 
that the program has made a major contribution 
toward expansion, “particularly as a minimizing fac- 
tor on long-term risk.” 

A vice-president of a petroleum products company 
sees “a genuine effect on defense expansion, if not 
directly, at least indirectly.” He goes on to note: 


“In the oil industry, product demand has increased 


substantially each year since World War II, both for 
military and essential civilian purposes. With each com- 
pany competing for a share in this rise in demand, ex- 
pansion had been general throughout the industry. The 
additional funds made available through the impact of 
tax amortization have hastened this expansion, and be- 
cause demand increase will only absorb a portion of the 
resultant capacity increase, an excess in refining capacity, 
which could rapidly be put to defense use, now exists of 
over 1 million barrels per day.” 


Stockholders’ interests are introduced as a factor 
in evaluating the effectiveness of the accelerated tax 
amortization program by the controller of an elec- 
trical appliances and supplies company. He believes: 


“Accelerated amortization has had considerable influ- 
ence upon defense expansion. Without accelerated tax 
amortization and a fair administration of the ‘true 
depreciation’ program, industry would not be justified 
in investing its share owners’ funds in several of the 
critical defense programs.” 


The financial vice-president of a steel company 
talks of the future influence of the program on ex- 
pansion when he points out: 


“The tax amortization program can, in the future, 
make a major contribution toward expansion, particu- 
larly in industries where large amounts are necessary for 
capital expenditures. There has been such a sharp rise 
in the cost of constructing facilities that the depreciation 
allowances under the sum-of-the-digits and the declining- 
balance methods fall far short of making the necessary 
funds available for replacement and expansion purposes. 
The increased cash flow arising from the accelerated 
amortization tax program would be most helpful in 
stimulating needed expansion at the present time.” 


A Moderate Inducement 


Comments from those who feel that the influence 
of the program on the nation’s defense facilities has 
been only moderate are sometimes critical in tone. 
They suggest that poor administration and interpre- 
tation of the program have lessened its impact. For 
example, the controller of a foundry states: 


“Speaking of business in general we feel that the 1951 
tax amortization program has been a moderate induce- 
ment toward defense expansion. It could have been a 
major contribution, but delays and indecision in its ad- 
ministration prevented the program from achieving its 
goal. The concept that cost of a plant built for defense 
purposes should be only partially recovered through 
amortization was a major deterrent; in many cases this 
resulted in the granting of percentage certifications so in- 
adequate that a taxpayer could not be justified in as- 
suming the risk inherent in expanding his facilities.” 


Several participants believe that the influence of 
fast write-offs varies depending on current tax rates 
and normal depreciation schedules. A chemical com- 
pany official holds that: 
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“The program has had only a moderate influence on 
expansion of facilities. I feel that now with the general 
availability of accelerated tax depreciation under either 
the declining-balance or sum-of-the-digits method the 
program will be of negligible influence.” 


Again, a spokesman for a nonferrous metals com- 
pany says: 


“Although our company has refrained from participat- 
ing in the current accelerated amortization program, our 
observations would lead us to infer that the present 
program has offered at most a very moderate induce- 
ment towards the general expansion of productive facili- 
ties. Those companies dependent upon the vagaries of 
government defense spending in time of peace must 
necessarily recover the cost of expanded plant facilities 
within the period of known or foreseeable contracts. For 
such concerns, it is our opinion that the present limited 
scope of facilities amortization offers only moderate 
inducement for investment coupled with a high degree 
of risk for potential investors.” 


The treasurer of a firm manufacturing general in- 
dustrial machinery writes: 


“In our opinion, fast write-offs have been, at best, 
only a moderate inducement for expansion. We think 
most of the acceleration has been limited to only a por- 
tion of the total cost, say 65%; and also that expansion 
programs have been based principally on sound forecasts 
of future markets and use of the facilities. After all, 
allowance of accelerated amortization is no guarantee 
of future production and profits.” 


A different reason for feeling that the influence of 
accelerated amortization is moderate is advanced by 
an executive of an electrical machinery firm: 


“Accelerated tax amortization is a moderate induce- 
ment to expansion, particularly since plants in our in- 
dustry are becoming obsolete as rapidly as equipment 
is, due to technical changes within our industry and 
structural advances by the architects and engineers.” 


A Negligible Influence 


The cooperators who feel that the accelerated tax 
amortization program has had a negligible effect on 
defense expansion form a small but highly expressive 
minority. Several feel the program is being used to 
help finance expansions which would have been made 
in the normal course of business. An official of a 
textiles company reports: 


“We believe that American business, with few excep- 
tions, has expanded since 1951 in response to a forecast 
of demand for consumer or defense needs and not in 
response to inducements such as tax amortization. Nev- 
ertheless, having decided to expand, many concerns 
seem to have found accelerated amortization a signifi- 
cant factor in generating the funds required for expan- 
sion.” 


The vice-president and treasurer of an electrical 
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appliances and supplies company also believes normal 
growth lies behind most expansion programs. He 
comments as follows: 


“From our observations, the accelerated tax amortiza- 
tion program has had a negligible influence on defense 
expansion. Normal peacetime expansion, we believe, has 
been the primary motivating force in the vast majority 
of expansion programs. This actually contributes to an 
underlying defense expansion because many of these 
facilities could be converted for defense use if an emer- 
gency arose; however, the immediate urgency would 
appear to be more on normal peacetime material than 
on defense, except in highly specialized industries such 
as aircraft.” 


Another strong opinion minimizing the influence of 
the program is expressed by an executive of an 
instruments and controls firm who states: 


“Since the program began in 1951 I have been dubious 
of the effect of accelerated tax amortization on the rate of 
factory building. During World War II the fast tax 
write-offs permitted under necessary certificates undoubt- 
edly accelerated plant expansion tremendously, because 
then businessmen knew the high confiscatory wartime 
rate of taxes would certainly end with the end of the war. 
Thus the opportunity to write off plant expansion costs 
during wartime, with a government promise that any 
unamortized balance could be written off in the final 
year in which the war ended, was a powerful incentive. 


“The current situation in my mind is totally different. 
Businessmen in general take a dim view of the prospect 
of any significant drop in corporate tax rates for years 
ahead. Accordingly, accelerated amortization means 
little, with no hope of any real tax saving on the deal 
over the long run. What you write off today against 
current taxes can’t be written off in subsequent years 
after the facilities are fully amortized. Tax-wise little, 
if anything, has been gained by the maneuver. The minor 
satisfaction of having the amortization ‘out of the way’ 
in a shorter time is a limited one. I realize that a com- 
pany faced with a program of building highly special- 
ized defense facilities would consider it important to have 
assurances that such facilities could be amortized quickly 
while the special defense business lasted. However, for 
most of us recent plant expansion has meant the acquisi- 
tion of relatively standard factory facilities suitable for 
civilian as well as defense business.” 


NEED FOR INCENTIVES 


About eight out of nine companies reporting indi- 
cate a belief that some form of incentive is necessary 
to stimulate expansion and dispersion of defense 
facilities. In a few cases the respondents believe 
there is a greater need for incentives for dispersion 
than for expansion, and others feel incentives are 
needed in one instance but not in the other. On the 
other hand some executives feel incentives have no 
place at all in the country’s defense expansion 
program. 
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Incentives Necessary 


Some cooperators believe incentives are needed to 
stimulate expansion and dispersion of defense plant 
facilities because of the high degree of financial risk 
involved and the inability of many companies to 
finance expansions without some tax assistance. The 
controller of an electrical machinery firm states 
briefly: 


“Incentives are necessary to stimulate extraordinary 
expansion, and to reduce risk and expense involved in 
idle capacity.” 


An executive of a company manufacturing engines 
and turbines comments: 


“We very definitely feel that incentives are not only 
necessary but justified to stimulate expansion and dis- 
persion of defense facilities. Most defense contractors, 
particularly the smaller ones, are not in a position to 
finance such dispersions or expansions with their own 
capital. It seems, therefore, that an incentive for rapid 
write-off of the facilities, either through certificates of 
necessity or a more liberal depreciation policy by the 
Treasury Department, should be recommended.” 


The treasurer of an instruments and controls firm 
gives his views as follows: 


“In our opinion incentives are necessary in order to 
stimulate prompt and adequate expansion and dispersion 
of defense facilities in times of national emergency. It 
would seem much better to accomplish the required ex- 
pansion through incentives rather than through compul- 
sion, nationalization of industry, or building by govern- 
ment agencies. Some form of tax incentive such as 
accelerated amortization is very effective during periods 
when there are excess profit taxes or renegotiation.” 


A machine-tool company executive also has very 
definite opinions: 


“T feel strongly that incentives are necessary to stimu- 
late expansion and dispersion of defense facilities. In 
a period of war or defense emergency the machine-tool 
industry is called upon for almost impossible increases 
in production. Because of the inherent nature of our 
products, this causes a saturation of markets for many 
years after the emergency. For this reason, considering 
the financial welfare of our company, we just could not 
contemplate a major expansion in defense facilities with- 
out a strong incentive to do so.” 


A vice-president of a petroleum products company 
remarks: 


“There must be some incentives for private industry 
to provide goods and services for defense, particularly 
if both ‘guns’ and ‘butter’ are to be produced. Business 
cannot be expected to overexpand in relation to its 
peacetime markets in order to meet defense requirements, 
which are usually of indefinite duration.” 


And a paper products executive states: 


“During a defense emergency the rate of expansion 
that would be achieved without some form of incentive 
is purely hypothetical. No doubt the intensity of the 
emergency, the nature of tax rates, and the levels of 
capacity at which the economy would be operating, 
would correlate closely with the rate of expansion. We 
feel that incentives are sometimes necessary to further 
stimulate increases in expansion so as to insure speedy 
build-ups that reach desired levels prescribed by defense 
needs.” 


Stimulating defense plant expansion as contrasted 
with normal plant expansion is regarded favorably 
by an official of a maker of instruments and controls. 
He states: 


“T am sure that incentives are necessary to stimulate 
expansion and dispersion of defense facilities, provided 
that: (1) the facilities are specialized and not readily 
adaptable to civilian business; and (2) the relocation of 
the plant is in an illogical place, for defense reasons (?.e., 
not conveniently located to civilian markets, or a large 
adequate labor supply, or is remote from good trans- 
portation). Obviously, if the government, for defense 
reasons, wants a special aircraft jet engine plant located 
in the Jackson Hole area of northwestern Wyoming, 
they would have to offer businessmen plenty of incentives 
for such an undertaking. But the stimulation of ordinary 
plant expansion, involving standard equipment, by means 
of special government incentives, I would consider both 
foolish and unnecessary.” 


Incentives Unnecessary 


Executives opposing the use of incentives think that 
they place a burden on the taxpayers generally, give 
some companies an unfair competitive advantage and 
are not being used properly. The chairman of the 
board of a paper and paper products company 
strongly denounces the use of tax incentives as ex- 
pansion stimuli. He says: 


“T think incentives are wrong; they are like so many 
other suggestions for tax relief in narrow areas. They 
are induced by the very high and discriminatory taxes 
on income, both individual and corporate, which prevent 
the retention of earnings by corporations and income by 
individuals, which in the absence of such high taxation 
would be used for investment. 

“T think taxes should be used for fiscal purposes only, 
not as social correctives, so-called, or as incentives to 
induce the very action which is prevented by high taxes.” 


The president of a rubber products company finds 
fault with the program on another basis, remarking: 


“T agree with Mr. Humphrey, Secretary of the Treas- 
ury, that accelerated amortizations should cease unless 
there is an emergency and a definite 100% defense facility 
is necessary. 

“T feel that billions of dollars in certificates were 
granted which gave certain corporations facilities which 
were largely used for the civilian economy. The accel- 
erated amortization program placed those companies 
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receiving benefits in a most formidable competitive posi- 
tion as against other corporations in the same industries.” 


A railroad equipment official believes: 


“Too many business decisions are made on accelerated 
depreciation and not on the long-range facts of the case. 
Accelerated depreciation throws the cost structure out of 
balance and is often accompanied by accounting which 
does not represent a true picture. A better way might 
be to give credit against taxes or against income from 
investment.” 


Special Incentives For Dispersion 


Several participants in this survey point out the 
need for special incentives to stimulate dispersion, as 
opposed to expansion, of defense facilities. An offi- 
cial of a textiles firm believes: 


“Different incentives are required to stimulate plant 
dispersion since location can cause significant changes 
in product costs. A cost penalty is not likely to be 
acceptable to private industry without some sort of com- 
pensation. This compensation could take the form of 
direct or indirect subsidies.” 


The controller of a petroleum products company 
concludes: 


“The case is somewhat different where dispersion rather 
than expansion is concerned. In order to justify removal 
of present facilities from a local economic area to one 
less hazardous from a military viewpoint, or to justify 
duplication of facilities in such a new location, special 
inducements are clearly necessary. Here it would seem 
that deferment of taxes through the device of accelerated 
amortization is of limited value (the exception being the 
instance in which tax rates are expected to fall so that 
there is a net saving involved). Complete or partial 
exemption from taxation would provide a stronger in- 
ducement if dispersion were (1) at the request of the 
military, and (2) to an otherwise uneconomic location.” 


Drawing a sharp distinction between expansion and 
dispersion, the treasurer of a general industrial ma- 
chinery concern thinks: 


“Expansion and dispersion are two different things. 
We feel that industry would be willing to expand facili- 
ties in desirable locations without too much incentive if 
they could see a future use, other than for defense prod- 
ucts. Dispersion for its own sake, however, is some- 
thing else, and we feel that incentives would have to be 
a great deal more than accelerated amortization. There 
would be so many economic considerations involved that 
we doubt any manufacturer would willingly embrace it 
unless all were favorable.” 


And the vice-president of a chemical company 
reports: 


“Conceivably, the dispersion of defense facilities may 
entail the location of a plant in an area where housing, 
labor supply, freight, power supply, water supply and 
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the disposal of plant effluent may constitute major prob- 
lems of increased cost of operations. In such situations, 
it is believed to be essential that any such adverse costs 
should receive full consideration in the pricing of defense 
contracts for the output of such defense facilities.” 


RECOMMENDED INCENTIVES 


Numerous different incentives, in addition to ac- 
celerated tax amortization, are suggested by the par- 
ticipants in this survey to stimulate expansion and 
dispersion of defense plants. However, two thirds of 
those feeling the need for incentives are favorably 
disposed to the fast write-off program. In fact, a 
number of companies suggest no other stimulant to 
defense plant expansion and dispersion. The treas- 
urer of a food products company believes that 
“accelerated tax amortization should furnish any 
necessary incentive and we recommend no others.” 

The criteria for judging the worth of any incentive 
program are set forth by an executive of a paper and 
paper products firm: 


“Any type of incentive we would recommend would, of 
course, depend on the specific situation involved. In any 
case a program should meet at least the following criteria: 

@Tt should be flexible, enabling the government to 
apply incentives only when and where needed. 

et should provide the mechanics for speeding up the 
cash flow of a business. 

elt should give some measure of protection to the 
investor. 

“The current program, taken solely in the context of 
conditions prevailing since 1950 without argument about 
related government policies, seems largely to fulfill the 
above requirements and, consequently, carries our ap- 
proval.” 


Another advocate of rapid tax amortization, the 
vice-president of a petroleum products company, says: 


“Incentives tend to stimulate expansion and disper- 
sion of defense facilities. Tax amortization, in the main, 
provides a good incentive. In addition it acts as a 
‘pump primer,’ resulting in additional earnings after 
taxes being ‘plowed back’ into the business for further 
expansion. This increase in available funds undoubtedly 
has brought about earlier expansion of productive 
facilities.” 


There are some cooperators, however, who feel that 
other incentives in place of, or in addition to, the 
current program, should be provided. These incen- 
tives involve primarily profits, taxes and depreciation, 
as well as liberalized renegotiation policies. 


Profit and Investment Incentives 


A small number of companies suggest some form 
of profit assurance or a higher rate of return on 
investment in defense facilities as an incentive to 
defense expansion. The financial vice-president of a 
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specialized industrial machinery firm feels that “a 
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larger percentage of profit should be allowed where 
a company has expanded its facilities for defense 
purposes. This would attract capital investment.” 

The treasurer of a nonferrous metals company 
states: 


“A more practical approach to the problem appears to 
be an allowance for complete recoupment of investment 
in special equipment against the particular contract for 
which the equipment was acquired. This allowance 
should be recognized for both contract cost determina- 
tion and income taxes.” 


And the treasurer of an automobile parts and equip- 
ment concern has this to say: 


“On defense business which involves abnormal risks, 
incentives should, in our opinion, be focused on permit- 
ting a greater return on investment than is normally 
possible. This could probably be best attained through 
a more liberal attitude on contract renegotiation terms 
for such defense business. Here again, rapid amortiza- 
tion would probably be a supporting factor, although 
not the major consideration.” 


Tax Incentives 


Tax incentives, both for individuals and com- 
panies, are suggested as stimulants by a sizable num- 
ber of cooperators. An executive of a steel company 
comments: 


“Incentives are vitally necessary to stimulate expan- 
sion and dispersion of defense facilities. The high indi- 
vidual income-tax structure leaves many wealthy people 
unable or unwilling to make equity capital investments. 
A reduction in the higher bracket income-tax rates and 
a lowering or elimination of the capital gains tax would 
encourage the individual investor to provide a great 
part of the funds needed for such expansion. The bal- 
ance of the needed funds could easily be made available 
through the liberalization of depreciation allowances and, 
of course, through reductions in corporate tax rates.” 


The general manager of a textiles company writes: 


“We feel that, as a general matter, expansion of 
capital facilities will be increased with a general decrease 
in corporate income taxes. We would, therefore, prefer 
to see that sort of tax incentive, because we feel it is 
healthier than accelerated tax amortization.” 


The controller of a foundry company makes a 
strong plea for tax relief for the smaller companies 
as an incentive to plant expansion: 


“Although incentives such as subsidies are not only 
undesirable but also foreign to our system, tax relief 
through amortization, rapid depreciation, exemption from 
excess profits tax or permitting deduction of reserves for 
plant expansion is necessary under the present high cor- 
porate tax rates in order that a smaller business may 
have a chance to expand its facilities for defense pur- 
poses. Tax relief is vital to enable a small corporation 
to undertake a defense project, for without an oppor- 


tunity to accumulate capital or without a chance to 
obtain the return of its capital over a relatively short 
period of years, such a company is in no position to play 
its part in the defense program.” 


The vice-president of a petroleum products com- 
pany is brief but to the point when he states: 


“Perhaps the strongest incentive of all for industry is 
to maintain a healthy, growing economy. The govern- 
ment can do more to promote the expansion of the 
economy by lowering the high corporate tax rate than 
through any program of expediency.” 


Other Depreciation Incentives 


A few cooperators suggest as incentives depreci- 
ation methods other than accelerated tax amortiza- 
tion. The board chairman of a steel company ad- 
vances the idea of a “LIFO” for manufacturing 
facilities: 


“Another type of incentive would involve a change in 
our tax laws regarding regular depreciation. Current 
regular depreciations are not adequate to cover the cost 
of the use of new facilities. Under present depreciation 
rates, not enough of the cost of the use of these new 
facilities is reflected in the cost of doing business. We 
should have some type of ‘LIFO’ for our manufacturing 
facilities. While accelerated tax amortization has been 
very useful in helping to pay for new facilities at costs 
which are increasing every year, the more satisfactory 
way would be to have more adequate regular depreciation 
allowances.” 


The secretary of a building materials and supplies 
firm similarly suggests: 


“In any industry such as ours, where the capital out: 
lay necessary to provide defense facilities is the primary 
deterrent to expansion, amortization and depreciatior 
incentives are extremely important. A theory of depre 
ciation based on providing for replacement, rather thar 
original, costs would be most helpful in encouraging botl 
expansion and adequate maintenance of existing facilities.’ 


Two cooperating executives propose allowing op- 
tional depreciation as an incentive. The treasurer o! 
a textiles company writes: 


“We favor the use of discretionary rates of depreci 
ation for the taxpayer. The only limits suggested are 
that buildings may not be depreciated during a shorter 
life than ten years; machinery, five years. 

“We feel strongly, and the experience of other coun 
tries supports our contention, that the use of such op 
tional depreciation would definitely encourage expansion 
We also feel that once the initial adjustment is made, i 
would increase the tax revenue rather than decrease it.’ 


And an official in steel says: 


“The best incentive that our government could giv 
industry to expand would be to allow industry to depre 
ciate as it sees fit so long as an item was not depreciatec 
over 100%. In the long run I do not believe that suck 
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a policy would cost the government any tax money 
but I do believe that industry would be at all times 


better equipped to produce civilian and defense pro- 
duction.” 


Liberalized Renegotiation 


A number of companies suggest a liberalization in 
contract renegotiation profit restrictions as an added 
incentive to defense expansion. The treasurer of an 
instruments and controls company feels: 


“Considerably more weight in renegotiation should 
be given to voluntary expansion in time of emergency. 
Excess expansion has bankrupted many companies. Ex- 
pansion raises fixed costs and break-even points, and 
government business is subject to sudden termination. 
It would seem equitable that a company which has ex- 
tended itself financially in order to meet national require- 
ments should be allowed considerable additional profit 
in order to tide it over the inevitable period of adjust- 
ment that follows termination or completion of govern- 
ment defense contracts. ” 


And this thought on renegotiation is expressed by 
an official of an electrical appliances firm: 


“Another type of stimulation would be for the armed 
services to make a more realistic accounting approach 
in allowable costs to contractors having both peacetime 
and defense business. As long as we have renegotiation, 
which we believe fully protects the government, a lot of 
time and money, both on the part of the government 
and the contractor, could be saved by the application 
of generally accepted accounting practices applied on a 
consistent basis.” 


Direct Government Subsidies or Loans 


Direct subsidies, guaranteed contracts, long-term 
loans at favorable interest rates, and government 
built facilities are some of the other suggestions 
made by cooperators for government aid to defense 
plant expansion and dispersion. 

The treasurer of a specialized industrial machinery 
firm suggests: 


“One of the most effective ways of stimulating expan- 
sion and dispersion of defense facilities would be for the 
government to either supply or underwrite long-term 
loans at modest interest rates. These loans should, of 
course, be subject to periodic amortization. This would 
be a very definite help, particularly to the smaller manu- 
facturers who find present day interest rates a deterrent 
to plant expansion. Coupled with a provision for ac- 
celerated tax amortization on an optional basis, it 
seems to us that it would give a real stimulus to de- 
fense expansion.” 


Many executives feel that government subsidies or 
loans would be particularly effective in stimulating 
dispersion of defense facilities. The treasurer of an 
office equipment manufacturer states: 


“Tt seems unlikely that the relatively mild benefit 
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from accelerated tax amortization would induce a com- 
pany to locate its plant in any undesirable spot that 
might be required by dispersion. The more direct bene- 
fit of a contribution to paid-in capital might be required.” 


The board chairman of an electrical appliances and 
supplies concern concludes that, “it will be necessary 
for the government to actively finance the cost of 
dispersion of certain critical facilities where the com- 
pany is not in a position to do so.” 


The treasurer of a chemical company remarks in 
similar vein: 


“T feel that incentives are necessary to stimulate ex- 
pansion and dispersion of defense facilities, but I be- 
lieve that the incentive could only be effectively applied 
if it constituted a direct subsidy by a sponsoring govern- 
ment agency to the company involved. Accelerated tax 
amortization has been too much of a shotgun approach.” 


And a rubber products company president writes: 


“Any real protection involves going underground or 
going into remote areas not easily accessible to attack. 
Such protection would certainly involve excessive build- 
ing costs, transportation costs, and difficulty in obtain- 
ing a labor supply and housing. Any incentive which 
would be effective would require heavy initial subsidy 
on the part of the government, plus reimbursement for 
the added continuing costs. 

“Except for government-owned plants, built for spe- 
cific purposes, we cannot suggest any practical means 
for providing such subsidies. In some cases accelerated 
tax amortization might be sufficient but we believe such 
instances are rare.” 


Other Incentives 


Several other kinds of incentives are suggested by 
participants. They include: 


e Elimination of the tax on transportation 

e Preferential freight rates 

e Elimination of start-up losses and low profits 

e Reimbursement to contractor for increased unit cost 
of finished component 

e Repeal of renegotiation law 

e Amortization of purely defense facilities over three 
years rather than five years 


LOCATION LITTLE AFFECTED BY DEFENSE NEEDS 


Very few of the cooperators report that defense 
considerations have been the dominant influence in 
their choices of plant sites in the past five years. 
Most companies state that their plant locations have 
been dictated by normal economic factors rather 
than by purely defense considerations. 

An official of an automobile parts and equipment 
company reports typically: 


“Defense considerations have not been the dominant 
influence in the location of any of our company’s expan- 
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sions in the past five years. Because of defense and 
other considerations, two plants built in 1951 were located 
in an area which is satisfactory for purposes of the dis- 
persal of defense facilities. However, aside from the de- 
fense considerations, there were important economic 
reasons for using sites in that general area.” 


An executive in electrical machinery states: 


“Proximity to our customers has been the dominant 
factor in the location of our new plant. We did con- 
sider the impact of this plant on our defense production 
and discussed it fully with the Ordnance Department. 
They agreed with our location from the dispersal view- 
point and assured us that though it was located further 
from our sources of supply it would not be detrimental 
in awarding us a contract in the belief that the value 
of the decentralized operation would more than offset a 
slight increase in the finished components cost.” 


Although most companies report defense consider- 
ations had no effect on their choice of plant site, in 
one or two instances locations were chosen primarily 
because of dispersion requirements. Thus, the con- 
troller of an electrical machinery firm reports: 


“Defense considerations were a dominant influence in 
the location of one of our company’s expansions in the 
past five years. In conformity with the recommendation 
of the interested government agency, the plant location 
was selected on the basis of manpower and dispersion 
requirements. The economic disadvantage was the lack 
of available trained personnel. We were not required, 
but we chose to accept the government agency’s recom- 
mendation.” 


And the secretary-treasurer of a miscellaneous 
metals company remarks: 


“Defense considerations have of course affected loca- 
tions of our company’s expansions in the past five years, 
as this is an important part of the tax amortization 
program. We were also governed by the location of our 
existing facilities, as facilities integration is also of prime 
importance.” 


One company, which manufactures instruments 
and controls, reports a change in the situation in 
recent years: 


“In the early years of the defense emergency period, 
defense considerations were not a dominant influence in 
the location of our company’s plant facilities. Expansion 
programs were undertaken in areas where the company 
had plants already located. In more recent years, how- 
ever, the pressure of the military services in observing 
industrial dispersion has become more acute, particularly 
in view of the adoption of this program by the Depart- 
ment of Defense. Today the military services are enforc- 
ing this program by refusing to place certain contracts 
in highly industrial communities.” 


SOME FINAL VIEWS 


The observations of the treasurer of a chemical 
company reflect the views of most cooperators re- 


garding the accelerated tax amortization program. 
“In my opinion,” he comments, “a fair observer re- 
viewing the certificate of necessity program over the 
past five years would necessarily reach the conclusion 
that, by and large, the program has been an excellent 
one from the standpoints of the government, industry, 
labor, and the consumer. Everyone has benefited 
and the program should be continued.” 

The treasurer of a steel concern feels that “indus- 
trial expansion will follow economic demands. It is 
dependent not only on recognition of the demand and 
its opportunities, but also on the funds generated 
within the expanding company or within the limits 
of wise additional financing. Where an emergency 
calls for more rapid expansion than normally avail- 
able under the above conditions, further incentives 
are necessary to accomplish that acceleration. Per- 
haps the most wholesome of these is accelerated 
amortization.” 

Artuur D. Baker, Jr. 
G. CuarK THompson 
Division of Business Practices 


Business Book Shelf 


Know Your Social Security—This is an up to date hand- 
book on our old-age and survivors insurance program, 
written with simplicity and clarity. The author is now 
the Under Secretary of Labor but the book is a personal 
utterance and does not represent official government 
interpretation. Arthur Larson. Harper & Brothers, New 
York, 1955. $2.95. 


Personal Influence—Investigating the role the public plays 
in the flow of mass communications, this book studies 
decision making in areas of marketing, fashion, movie- 
going and public affairs. It traces the impact of various 
channels of influence on a cross-sectional sample of 800 
women in Decatur, Dlinois—Elhu Katz and Paul F. 
Lazarsfeld. The Free Press, Glencoe, Illinois. 1955. $6.00. 


Basic Data of the American Economy—A collection of 
charts, tables and questions on the United States econ- 
omy.—W. Nelson Peach and Walter Krause. Richard D. 
Irving, Inc., Homewood, Illinois, 1955. $2.00. 


The Political Economy of American Foreign Policy—Re- 
port of a study group on the concept, strategy and limits 
of America’s foreign policy—Sponsored by The Wood- 
row Wilson Foundation and The National Planning Asso- 
ciation. Henry Holt and Company, New York, 1955. 
$6.00. 


Economics and Action—This book suggests ways and 
means of mobilizing the same resources for peaceful 
work as were mobilized for war or war preparation.— 
Pierre Mendés-France and Gabriel Ordant. Columbia 
University Press, New York, 1955. $3.50. 


BUSINESS RECORD 


MERGERS AND PROPERTY TRANFERS 


HE FOLLOWING tabulation is a continuation 
of the listing of mergers and transfers of exist- 
ing facilities carried in The Business Record for 
December, 1955. It covers those mergers and prop- 
erty transfers reported in September and October of 
1955. Some that took place in July and August are 


also listed since they were announced too late for 
inclusion previously. The listing is confined to com- 
panies in manufacturing, mining and trade. For 
further explanations of the type of transactions in- 
cluded, refer to page 476 of the December issue of 
The Business Record. 


No. Purchaser/Seller Property Acquired Description (in Bitions) 
ME OChiTMELAUUOTES, LUCe ate fae eee Nee elt et sad nal coaa sare nae die eld vawea cava bd Operates men’s hat and haberdashery| $5.4 
chain 
Purchases assets of Gemex Co....... Makes watchbands................. $4.0 
(Sales) 
Pee res PA CAIIS COU pUrchAser) 05. oS kaa etal wileroipicvis'e ba nels ane vin. 4,08 Steel LADTICALOL .sfe..1<:<iolel cies © sialele oie y= n.d 
Braces usrosws Gase Construction Co,|Cmemnatr plant and equipment. i+. 74) 4 nadacc.decchdacch essen eeesscee) P| menae 
(Sub. of Dresser Industries, Inc.) (seller) 
DePniacrsiouper WArkets Ine meas. te | | oe echaipacccine ness as veges x dcats Operates chain of retail food stores. . . $14.8 
(Sub. of Colonial Stores, Inc.) 
Roodtowlanatarclesace es > one ++ cae Supermarket chain................. n.a 
PMMA MRCS ORE NA Seni pe then 3a fee ence LUG bam tind-ou tie o0,5 wlare visi HAS Slee © er aiels Investment bankers................ n.d. 
Blair Holdings Corp............... 25% stock interest in Lucky Stores Inc.|L. S. operates 38 retail supermarkets. $9.8 
PRR ME EME UOUES GOLD) 15 2, oot pss ooh «. cod PA uals’ isu cic -Faeai sips aan ysinia\oSayeue soe aig Operates chain of department stores. $236.0 
(1) Halle Brothers Co............. Pwo GepAruiicil poles teams meee te NaN oc tac ce aga Saas MC On | Lede 
2) 1.25. a SR eee Cain-Sloan Co. (Nashville).......... Department store.................. n.d. 
Smmnrricanerard Rubber COnu oscars | Pee hace eck teec ute Loe tee te oe Mfrs. hard rubber and plastic products} $14.9 
Purchases assets of Industrial Synthetics|Mfrs. plastic lawn sprinklers and garden| $1.0* 
Corp. and wholly owned subsidiary] hose 
Supplex Corp. 
Waprmerican tideand Leather Co. ..):02 * Wo) «asonsus caus tied oct es slectce ne Mfrs. leathers, suedes, shoe uppers. . . $8.4 
Tandy Leather Co................. Retail store, mail order business in leather| $1.8 (Net 
craft materials and related merchandise] worth) 
BEEREIOAH SAOISG CAL) CLTICK: (CO. |iseae)s, | Bute, rvs. s fete tevaict atc) Pitts leua. aie gusiaereila dus Mfrs. cranes, hoists, derricks........ $11.0 
Merges American Steel Dredge, Inc. . Mfrs. steel dredges, hulls, barges, farm] $0.1* 
(Will operate as a division) equipment 
Bee merican Manufacturing Co. o3i.55 |b isascekeredesadsass heres eee eee Mfrs. cordage (sisal, jute and nylon). . $13.9 
Increases holdings in American Colortype| Printing and lithographing firm...... $17.0 
Co. to 56,100 shares 
Pen aememteAT MariettaiGoy. stone. sra. ee MLN Th ES RIM! Ab Magen, oY Diversified products include paint, ad-| $77.1 
hesives, cement 
Stoner-Mudge Inc................. Mfrs. coatings for lining cans........ n.d. 
i epanicex: (il Development Cos sy io is, atonsterave cies eneysioisiayess acaltels ee aleies Prospects for oil and gas............ $5.2 
Buys aries all assets of Ponder! Explores for and produces oil........ $2.6 
Oils, Ltd. 
MEMEMMRPAITIET GO) to Ac cistapetsrsiagis bas ods +,0) ME PeR. Cetiotes cipqadtnarie ees 1 aeie tee te Mines, refines and sells nonferrous metals} $870.3 
Increases holdings of its sub. Andes Cop-|Mines copper................0005 $61.4 
per Mining 
18 |Associated Employers Lloyds (through| ...... et ee Fe ee UR EL aisisits Baiaus phaleiaie Fb: icsa ain nea ciss n.d. 
Inland Investment Co.) Acquires some stock of Flour Mills of|Engages in flour milling............. $10.6 
America, Inc. 
Pamiantomatic Canteen Of America yec.o- | |), | ssspons sy cacetecse eee eset ste Purchases, operates and leases vending] $14.5 
machines 
Merges Rowe Corp...............-- Mfrs. and operates vending machines. $13.7 
iP rrate Minas Cor. dtd.rand-VMana|) pint, a. ie ie Mentone eee tee LP Lccgescaes dees Mss Me sete. n.d. 
times Mining Corp. Ltd. 
BEARER INES oa oo scs sys epe ose pos sag © alt lCove Newionpdland MMInP PLrOP=leles sce. sco sinere Wen Done de negye es, |aebinaie 
erties 
MICE EGOS Oe teivelceiyss cea. STE Bis sis siqicl ng! ciage gveles cgshate 6: scrap ars ein o 2 PAIN Y DUSINESS . Ae pred aiovtteas Sans nie $69.1 
Acquires assets of (D. L.) Clark Co.|Mfrs. candy...............-..0005 $4.5 
(Clark Co. will liquidate and dissolve) 
MMMISCETIDTE LTS, LN OR TRA ee eee lc Pen te ee re cc pone Pee poe Mfrs. rayon fiber, yarn and fabric... $94.3 
(1) Fixed assets of Fairview Mill.... Mrs. tricobeclothce . .00 Matin. « oc,« n.a 


(sub. of Julius Kayser & Co.) 
(2) Long-term lease on plant owned by 
Continental Assurance Co., Chicago 


FEBRUARY, 1956 83 


No. 


18 


19 


20 


Q1 


22 


23 


24 


25 


26 


Fi 


28 


29 


30 


31 


32 


33 


Mergers and Transfers of Existing Facilities—continued 


Purchaser/Seller Property Acquired Description 
Bellanea Aircraft Corp............. a tT ee ee A Mfrs. aircraft and parts, makes and re- 
builds rubber, plastic molding aya 
(1) Teviah and Gilbert Sachs...... Acquires 322,700 shares of Waltham|Mfrs. watches, clocks, instruments. . 
Watch Co. 
(2) cianiseactaia eine cars woernemeEe N. O. Nelson & Co. and its sub. Joplin Wholesaler of plumbing, heating, refrig- 
Supply Co. eration and industrial supplies 
Berdon\(David)"and Levine: (Vay).0. |. cetera ciecres otter este eee Heads of an investment group....... 


American Type Foundries, Inc. (sub. of|Mfrs. printing equipment........... 
Daystrom, Inc.) 


Botany; Mille, Ame). 5.5/0 nc0 2 eae cies Nb mote dnaategetota ana, ietn sage eee Mfrs. woolen and cotton yarns, threads 
and fabrics 
Rolley) Ines. aoe as. s.< «0.4 teeth: seek Mfrs. and distributes cosmetics and per- 
fumes 
Boyles Midway siltieg. saci edercrsduace see Tn imonitor ntatepile ciel ste tei taeieele Mfr. household products (polishes, disin- 
(Sub. of American Home Products Corp.) fectants, etc.) 
Hygenic Products Co............... Mfrs. of Sani-Flush cleanser and Melo, 
(Will operate as a division) a water softener 
Bristol-Meyers\Goi,< 6.c,5,27stantapstetera a | Siesta riers a nase ase eels Mfrs., distributes drug products, toiletries 
Increases holdings of Allied Laboratories,|Mfrs., sells pharmaceutical, biological 
Inc. products 
iBroadway-Hale Stores; Ineo. ssi. ss | tie bares aysharsis exe iateus vis lates. bvnetererdrayscncs pa department and appliance store 
chain 
Hale Bros. Realty Co............. Hale’s Department Store and an adjacent| Department store.................. 
building 
J. T.S. Brown & Sons.. Se My Rs Sete nn ANS ere Distillers (Cincinnati).............. 
National Distillers Products Corp. is Kentucky distillery consisting of 16 bldgs.| .. «2... eee eee eee ee eee 
and 145 acres of land 
Bunker Hill &Sublivan Mining & Cone| )iseeidterie Mea eis staaeiemiei eta Mines and processes lead, zinc, silver. 
centrating Co. 
Hecla Mining Co.v....scs0-s cues. oO 50% stock interest in Sullivan Mining] Produces zinc, lead, silver, sulphuric acid 


one 494, 696 shares of Pend Oreille Mines|Owns lead and zinc properties....... 
& Metals Co. stock 
Burlington Industries...0:.07 5.20260 Dalle Lovo bie sen > bbe abba Ree eet Mfrs., distributes textiles........... 
(1) Acquires 95% voting stock of Ely &|General wholesale dry goods; garment 
Walker Dry Goods Co. mfr. 
(2) Increases holdings of Goodall San-|Mfrs. coated fabrics, licenses trade marks 
ford, Inc. to 576,124 


Burroughs Gorpiiacfeclestsih cma: «ecg | pall Wie tne on oie em naas hose lone gah tbeican cist Mfrs. office equipment.............. 
Acquires Charles R. Hadley Co. (will/Commercial printing Sem sin cod flee 
operate as a sub.) 
Bush Terminal C02 cies o)s Satan ee eel Racer rereter tous ha aie <ehepes tiara Sees Operates warehouses, bldgs., piers, in- 
dustrial facilities 
Increases holdings of General Cigar Co.|Cigar mfr..............-.20-000005 


HeM.Byllesby & Co. 5.7: cacao MMe IR nielssorhteece cies od icye.o'e is sys ature Investment bankers................ 
Increases holdings in Advance Aluminum| Mfrs. cast aluminum products (cooking 
Castings Corp. utensils, autoparts) 
Canadian Collieries (Dunsmuir) Utd > sal ee ia eek leas fen er eat ees Engages in coal mining and allied interests 
Acquires assets of Flavelle Cedar Ltd.J .............. TAO. ey ht Woe es 
(Port Moody, B 
Canadian Oil Companies, Ltd «:,,scicioz spit hal uadiioradisashe «al vies suere Se ce aed en Refiner of crude oil and distributor of oil 


products in Canada 
Buys assets of Anglo-Canadian Oil Co. _| Explorers and producers of oil and natural 
gas in Alberta, Canada 
Canadian: Petrofing Lid yr. .scns wens ||t Wie cette ete st 016 eis a's «ditt ren rae Markets petroleum products........ 
Increases holdings of: 
(1) Western Leaseholds, Ltd. to 38% All are developers of oil and gas interests 
(2) Leasehold Securities, Ltd. to 98% and crude oil producers 


(8) Calvan ‘Consol. ‘Oil. & Gas ‘Cor Ltd)” Wise w keel cence oe 
to 87% 
Canadian Pipelines & Petroleums Ltd. | oo... cccesnceccssssecccecrsees Owns oil, natural gas and uranium in- 
terests 
(1) Acquires 651 uranitura claims: (85,000) 8 voc. cen aavss bic pose oma eee 
acres in Canadian Northwest Territories) 
(2) Acquires additional shares of Land-| .............. Pills v's cutie aA 
owners Mutual Minerals, Ltd. and 
Farmers Mutual Petroleums, Ltd. 
Certain-Teed. Products: Corp. faategetey | Oia: eee an ok ante hee Produces roofing and gypsum board. . 
Increases holdings in Valspar Corp. . . Mfrs. varnishes, paints, enamels, etc. 


Size! 

(In Millions) 
$2.8 
$6.0 


$7.0 (Book 
value) 


n.d. 
n.d. 
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Mergers and Transfers of Existing Facilities—continued 


Purchaser/Seller 


Chadbourn Hosiery Mills Inc........ 


Many ser) COLD aieceisiare: sa. «i acicle te ide 


Clinchfield Coal Corp.............: 

(Sub. of Pittston Co.) 

Haywood Coal Co.....5.....0.02+- 
Cluett, Peabody & Co.............. 
Coniagas Mines Ltd.f.............. 
Consolidated Coppermines Corp..... 

Group of Titan stockholders........ 
Continental Copper & Steel Industries, 

Inc. 

GOW.) Conoco peactiles seers 
Corbin Lock Co. of Canada Ltd..... 

(Sub. of American Hardware Corp.) 

ES ONUEMMITICR EY A. sciors) tha ceieieiaacnle aa 
Corn Products Refining Co.......... 
Crandon Enterprises, Inc........... 

Hinde & Dauch (Sub. of West Virginia 


Pulp & Paper Co.) 
Crompton & Knowles Loom Works. . 


Cuban American Sugar Co.}........ 


Cunningham Drug Stores, Inc....... 


Curtis Manufacturing Co........... 


Danly Machine Specialties.......... 
SRTIGERCOPD. T5eii SOs lemme tes Ve van 


Delay stores, Ine. .o< sss. «2. He 
Silbros Retail Stores, Inc.......... 


Detroit Harvester Co............... 


-EBRUARY, 1956 


Property Acquired Description 
SCO OROC EOE ICE AU SEE ORC Mirshosieryasc. sce oo see Yeekw eee 
Merges with Gotham Hosiery Co., Inc.|Mfrs. hosiery...................... 
(new name is Chadbourn Gotham, Inc.) 
Bre hee lea ee ci chn ok vicldsicigits oy 5 Motor vehicle mint. asi. uses © ses 
(1) Plants, equipment, inventories of|Mfrs. auto parts................... 
Universal Products Co., Inc. 
(2) Properties of Formetal Co., a wholly|Mfrs. stampings and forgings........ 
owned subsid. 


ator 
Mfrs. men’s shirts, ties, underwear, etc. 
Mfrs. men’s clothing............... 
Investment firm holding mining interests 
in Canada 
Capital stock of Maisonneuve Mines, Ltd.| Mining property in Quebec.......... 
Mat an didehcramtdei dee as salclarslaucas Mines coppensa. voce ate ee be dees 
Increases holdings of sub. Titan Metal|Mfrs. brass and bronze rods, forgings, 
Mfg. Co castings 
Mer Ma IE ete Pe Me aes Stele Mfrs. diversified metal products and life 
saving equipment 


Purchases entire common stock Spencer] .............. ATES CABO CEE 
Wire Corp. 
Pe eo PCs CEE aera nee Mfrs. women’s shoes............... 
Assets of Krippendorf-Dittman Co Mfrs. women’s shoes............... 
es tie 8 ESS ca OP RE RP Mfrs. locks and hardware........... 


Peterborough Lock Mfg. Co. Ltd. and its|Peterborough will continue to manufac- 
sub. Belleville Lock Co. ture locks 


Te Se Che 5 COCR EC CeIn Corn refiner producing starch, syrup, 
sugar, oil, feed 
Bosco Mine We as Ae eieehleltte pleted niclesns Makes chocolate milk amplifier...... 
RE ee Peer Nets eee Hone ee |S Dae alae cece es MGs 9 ctttehelgctere< as 
Paperimilll yest eee tetas |e Pesci lectos ect tree ese in clogle ere 5 
We Se Meta te nisiacelane Teiatey ev eternae ote Mfrs. looms, machine tools, metal parts, 
dyes 


Designs and sells packaging machines for 
use in flexible wrapping field 

(2) Its sub. Wrapping Machine Service|Mfrs. machines described above..... 
& Tool Co. 

(3) Carl N. Beetle Plastics Corp..... 


Se ee 


(1) peep atte Corp. 


Makes fiberglass and reinforced products 

Cane sugar producer; also a holding com- 
pany owning, through subsidiaries, 
plantations, mills, refineries 

Increases holdings in American Crystal|Sugar beet producer................ 
Sugar to 64,900 shares 

Operates 180 drug stores............ 

Operates drug stores............... 


Acquires Miller Drug Stores, Inc. . 
(to be consolidated with wholly-owned 
sub. Scheiller Prescription Drug Store) 
SCS LARGE acto are case Mfrs. air compressors, air hoists, gas 
compressors, clutch disks, saws 
Merges U.S. Air Compressor, Co. (to act/Mfrs. air compressors.............. 


as a division) 


Operates retail apparel and household 
goods stores 


Mfrs. auto and farm equipment parts 
Makes spray booths, washers, and ovens 
for metal industries 


Mfrs. filing equipment, vaults....... 
Mfrs. filing cabinets and lockers... .. 
Operates chain of approx. 199 retail food 
stores 
Acquires all outstanding common shares|Operates 3 food markets........... 
of Town & Country Food Center, Ltd. 
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Size? 


(In Millions) 


$9.5 
$5.8 


$1,034.6 
$10.9 


Mergers and Transfers of Existing Facilities—continued 


Purchaser/Seller 


Dorr-Oliver Inc 


Dravo Corp 


Electro Refractories & Abrasives Corp. 
Strategic Materials Corp 
Ero Manufacturing Co 


Fairmont Foods Co 


J. M. Ferguson, Kay Kimbell, W. P. 
Bomar, Phillip Norris, Charles Sammon, 
and Al Liedscher 

R. K. Wooten family and unknown 
stockholders 


Food Machinery & Chemical Corp... 


Foremost Dairies, Inc 
Ft. Worth Steel & Machinery Co.... 


Fox Edge Co., Inc. (Mass.)......... 


(Controlled by Founders, Inc.) 


Garlock Packing Co 


Giddings & Lewis Machine Tool Co. . 


Wis itn Grace Gc GGOn. f. aired eee ene 


Great American Plastics Co 
Textron American, Inc 
Griesedieck Co 


(1) Gulf Coast Leaseholds, Inc...... 
d 


an 
(2) Toklan Oil Corp 
nd 


a 
(3) Venezuela Syndicate, Inc 
National Associated Petroleum Co. . 


Property Acquired Description 
Makes filtration equipment, pumps; en- 
gages in engineering and testing services 
Acquires marketing rights to 2 gold and 
silver processes: 
(1) The Merrill-Crowe Cyanide Preci- 
pitation process 
(2) The Mills-Crowe Cyanide Regener- 
ation process 


Engages in heavy construction; mfrs. 
related equipment 
Mill Lubrication Dept. of De Laval 
Separator Co. 
Mfrs. refractories and abrasives (cruci- 
bles, grinding wheels) 
Abrrore eege tone eon WG cdsoe ne seat 


Makes automobile specialties........ 
Makes auto covers 
Processor of dairy products; prepares and 
markets fresh and frozen foods 
Processor and distributor of milk and 
dairy products 
See eg oe RU Scat Reo ee 
Investment group 


Mfrs. cotton seed products, baled cotton 


Mfrs. food processing and packing equip- 
ment; mfrs. chemicals 
On May 27, Food Machinery & Chemical] Makes swivel joints and other equipment 
Corp. held 98.4% of Chiksan Co. Offered] for petroleum industry 


Makes and distributes dairy products, ice 
cream 
Operates retail and wholesale dairy routes 


Mfrs. machinery, power transmission 
equipment 
Mfrs. simulated ammunition for the 
armed services 
Mfrs. paper and fiber specialties; braids, 
twines, etc. 
Production equipment of Wortendyke]Camp mfrs. pulp, craft paper bags, con- 
tainers 
Operates chain of approx. 340 retail 
stores, sells auto supplies 
Operates retail stores selling home and 
office furnishings 
Makes oil seals, gaskets, packings... . 
United States Gasket Co. and its sub.|Mfrs. gaskets 
Fluoro Carbon, Inc. (U. S. Gasket will] Mfrs. fluorocarbon plastic products. . 
become sub. of Garlock) 


All capital stock of Monarch Manufac- 
turing Co. 


Mfrs. 
Mfrs. 


machine tools 
machine tools, castings 
Mfrs. metal drilling machinery 
Mfrs. chemicals, engages in international 
commerce 
Processes monazite sand; mfrs. optical 
polishing products, lighter flints 
Producer of plastic products 
Nonoperating textile mill 
Closed end investment company 
Investment company 
Be ae sigio mis oe 1. ass a ees 


(1) Kaukauna Machine Corp 
(2) Cincinnati Bickford Tool Co 


Produces and refines oil 


Holds interests in oil concessions in Vene- 
, zuela and Texas 
Oil properties, incl. 344 producing wells 
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(In Million: 


$12.6 
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Mergers and Transfers of Existing Facilities—continued 


Purchaser/Seller Property Acquired 


H. & B. American Machine Co...... 


Hall-Scott Motors Co.............. 


Hayes Manufacturing Co........... 


Acquires 99% of shares of Detroit Stoker 
Hoover Ball & Bearing Co.}......... 


Description 


Mfrs. metal stampings, drop forgings, 
aircraft parts 

Will mfr. aircraft parts...0.......+5 

Mfrs. internal combustion engines, gears, 
transmissions, ammunition 

Mfrs. small computers.............. 

Mfrs, tools, dies, auto stampings..... 

DOSS ee Ba ae OIC 3 e 


Producer of metal bearings and balls. . 


Universal Die Casting & Mfg. Corp. (will Producer of zinc and aluminum die cast- 


be operated as wholly-owned sub.) 


CERO COGN AS ee rae aes eee aa 


EROMAEUEIST LES) (CO), «2, PEMMR RAMEE RO EM OMIM sty alse Sahara dveverih gies oye os 

Wire drawing division of Walter Metal 
Products (will be operated by Hoskins 
Alloys of Canada, Ltd. a wholly-owned 
sub. of Hoskins Mfg.) 


Houston Fire & Casualty Insurance Co. 


ings for auto and building industries 
Mfrs. vacuum cleaners, electric irons, 
die-castings 
Engineering firm specializing in electron- 
ics and guided missiles 
Mfrs. electrical heating elements, metal 
electrodes 
Lotabiate td« foe ALS eich \weetace > 


Insurance company................ 


Increases stock holdings of Flour Mills of| Engages in flour milling, mill feed, grain 


America, Inc. 


Kayser (Julius) & Co............... 


Kelsey- Hayes Wheel Co............ 


Merges Steel Products Engineering Co. 


eonpersiCo, INC... «.-).. ells aarti 


Mfrs. and distributes hosiery, lingerie, 
children’s wear 
Mfrs. hosiery, underwear, lingerie, pa- 
jamas 
Mfrs. wheels and associated parts for 
autos, farm equipment 

Piha alecctacetees CT ORS PR 
Mfrs. and sells coal tar products, coke, 
metal products 


Assets of Turner & Haws Engineering|Mfrs. filters for cleaning industrial air 
Co. Inc. (will be operated by Koppers| or gas 


Metal Parts Div.) 
(1) Grandma Baking Co..........:. 
(2) Peerless Baking Co............. 


Langendorf United Bakeries, Inc..... 


Lansdale, Diibe! Cows... @sevs). eset ae oe 
(Sub. of Philco Corp.) 


Uc ears Las G58 ee oe 2A ne |S ee ene 
Assets of: 
(1) Mid West Refineries, Inc........ 


(2) Roosevelt Oil & Refineries, Inc... 
Lester Martin & Co. Inc............ 


Operates bakeries in western states. . 
Cookie baking company............ 
Baking compa nyises <-iseal cle. t\echesi 3 «tes 

We st tasstoh state sks 7H BSBA eta 


Plant will be used for research and pro- 
duction of electronic equipment 
Operates oil refineries, asphalt plant. . 


Refines, transports, markets petroleum 
Produces, refines, markets oil........ 


Increases holdings in Consolidated Tex-|Mfrs., finishes, rae textiles state dacs 


tile Co. Inc. to 297,300 shares 


um rectifiers and diesel-powered pile 


and merchandises cotton and 


Mees OG tr iets alee ead wei cs cokes ans p29 0 Po ee ne cle ena Mfrs. elevating and conveying machinery 
Syntron Co..,.t: las sia, astehsardiae Heyy «fs Mfrs. electro magnetic equipment, seleni- 
drivers 
Peannnabranitna Corp. (Afiiiate of Aire) 1; 5.45. . cteibaet acidemia tia tet) Wuplivs ocklgileem sass AS Sh eRe re 
fleets Inc. and Wasatch Corp.) 
Merges Gateway Uranium Corp..... | ......-----00- Th Mart SMEs acto tens 
Panpateneamber OO. 7. a. or ssi, « «|| » | USERas eae sin Pda eB At ose blelon Produces lumber and building materials 
(Sub. of Long-Bell Lumber Corp.) 
Navasota Creosoting Co........... Wood preserving and treating....... 
Harrenstesn, (M.)) Ss Sens sine waerasy. ary ey\Ma! - > «0s sie 0 oo Spi SRG pies make Fe Mfrs. 
synthetic fabrics 
Covington MAS core fers «ore rsio ys aso oro Mfrs. hollands and print cloths...... 
STOOL CECE HC OLS Ly AE ss) yal, ak eel ete iiss a Bed ecscielns 1h . urarvieererayeiele ova ee MiDe-<iere s'ermn s asta,e 6 
Hunter Aluminum Prime Window, divi-|F. C. Russell Co. makes metal storm 
sion of F. C. Russell Co. (will operate as| windows, doors, screens 
part of Luria Building Products, Inc.) 
ia WVRCOM. ic. Nu cee meee (EP Reds oS Aisa WN oale owt HA Ue 


The Perfection Industries division of|6 story plant in Cleveland........... 
Hupp Corp. 
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Newly formed investor group........ 
Division will mfr. appliances for southern 
market 


Size? 


(In Millions) 


$7.9 


n.d. 
1 
$4.5 


n.d. 


n.d. 
n.d. 


No. Purchaser/Seller Property Acquired Description da Sirtons 
02’ ++| Magic. Chek Unions.) cryactun tractus. alee: occas oem ere onion eer nen cette Mfrs. stoves and heaters............ $16.0 
ele aaa Works (will be operated as|Mfrs. stoves and heaters............ $1.0* 
a sub. 
93 5 | Mar’ Vista Electronics: Cog sp 8y.ecideae ull Petes oe © secre Meo eacaose tad eno i tae | ER hc ee tee 2.0..jo Nate atee n.a. 
Hydro-Aire, Inc. (Sub. of Crane Co.) _ | Buys equipment for mfg. transistors and|Mfrs. aircraft valves, filters and actuators| _n.a. 
f development rights of such equipment 
941 || Maremont Automotive Products, Incig ailment ee eee Mfrs. springs, mufflers, exhaust pipes. $12.1 
yg Increases holdings of Ahlberg Bearings Co’ | Mfrs. anti-friction ball bearings...... $1.5 
95 |Mengel Co.{ (Controlled by Container} ..............ccccceececcceece Mfrs., sells corrugated boxes, wood prod-| $21.9 
Corp. of America) ucts 
Purchases equipment and inventory of|Mfrs. boxboard containers.......... $1.0* 
Knoxville, Tenn. plant of O. B. Andrews 
Co. (Sub. of Container Corp. of America) 
—to be operated as part of Corrugated 
: Box Division 
96 | Merritt-Chapman'& Scott. Corps... sawn tence pe hae ane voce ee cence Engages in diversified heavy construction] $97.8 
ar and salvage operations 
Minority stockholders............. Increases stock interests in: 
(1) Devoe & Raynolds Co., Inc...... Mfrs. paints, finishes, brushes....... $28.9 
(2) Tennessee Products & Chem. Corp. |Produces pig iron and chemicals... .. $25.9 
(3) N. Y. Shipbuilding Corp......... Engages in shipbuilding............. $49.3 
(4) Newport Steel Corp............. Mfrs. steel and steel products....... $25.8 
(5) Marion Power Shovel Co........ Mfrs. excavating equipment......... $19.1 
(6) Osgood Co. (Sub. of Marion Power|Mfrs. power shovels, cranes, castings. $4.8 
Shovel Co.) 
97 |Midland Co-Operatives Inc.20.. 0 YE. - ences celina see seid & wits ain as aie OS |P Wisesce tne. d Bel: 1 ARSE occ ie: n.a 
Service Pipeline Co. (Sub. of Standard|Purchases 85 mile pipelineand 7 pumping]... .......- 0. e cece eee e eee eee | teers 
Oil Co., Inc.) stations 
98° | Miller and Hart;. Incis7 veer es ee ets eae eee Sears areas 2 Currently manages real estate and invest-| $2.4 
ments 
All outstanding stock of Federal Cement|Mfrs. roofing tile.................. $0.5* 
Tile Co. 
99'. "'/Mode O'Day Corpiisee i. SRR: MOY PSR en eercte cles pee cielo een ster Mfrs. apparel, licenses 530 retail outlet] $6.3 
stores 
Sherman Wash Wear Inc. , including plant|Mfrs. apparel, operates retail stores. . n.d. 
in Ill. and 67 wholly-owned retail stores 
100" Monadnock: Milla... Seite oes ae saree nan | emint 02 6 cede oh bor irae ee ee sees Makes cowling fasteners, aircraft seat] n.a. 
(Sub. of United-Carr Fastener Corp.) and cargo fasteners 
Plastic Process'\ Coos <9. dice ewe iene Produces plastic grommets, plastic extru-} na. 
sions and pipe 
101.*|Monsanto’Chemieal"Cowt 500) ec Pte os sans ores Sota che eran mene Mfrs. chemicals and allied products. . $559.3 
Merges Lion Ol .siacisciuccaasaniccede Integrated oil producer; also engages in} $147.6 
chemical business 
102 «| Naghvalle:Coal, Tne... bce cro.c'oe everscets © AN Maas brivis lessyeicss 2.2 /aayaceieunas, nieievsieere tht eh reo eS Nid sooxe. > Sake n.a 
(Sub. of West Kentucky Coal Co.) 
Justin Potter interests............. Coal. mining, sellingand’-transportation] (92: ). ee. osha sk sain << ox eee an en 
properties of Nashville Coal Co 
103' “National Broadcasting'Co, Inc. fc; 6 toe aaecsc esate ¢ eae nine ola ice nee Owns TV stations and radio stations na 
(Sub. of Radio Corp. of America) 
WBUEF-TYV, a UHF station (Buffalo) TVistationiaus: ae acaseecoen sete n.a. 
104°*“| National’ Dairy Products Corp isie20e" 0k. scare cams patra ssi sie ews Sorrel Produces dairy products, ice cream. . $446.5 
Bedford Products, Inc.............. Makes jellies and preserves.......... $1.0* 
105 -.| National Distilers'\Prod J}: Corpia aie © BU Wire is aiedele chasalexs ace cies ceeenaieiae Produces and merchandises alcoholic} $387.8 
beverages, industrial chemicals 
Distillers:Co. Lidia heeoccscccanse Vat 69. distributorship: for 1956... s,</.. |’ \ eaten scar te etee 5 cleo oo ceeteetbrele as ann en 
106. | National ‘Grain Elevator'Service, Inc, ) 0}, 9. ...n aaaell cna otsleleriee en dlalte s Ha MU NN Meee eee veers $80.0 cinisle:s ean na 
Standard Milling Co. INonoperating: mill and . grain -eleWator|) «2:02 <Welgocs a cule eee vie sen 
107 -| National Tea ' Corey. Soe. Pee ONE ©. sickens + dons stort eae cites eee Operates retail food chain........... $88.3 
Liberty Cash Grocers, Inc......... Montesi supermarket chain......... Operates supermarkets............. n.d. 
108. i] New Britain Machme'Cobis deqceked ea liel ic. cc occ usse sheet os ns coe Seine Mfrs. automatic machines, tools, tool] $23.1 
accessories 
(1) Hand tool division of Blackhawk] .............. Mesa sea n.a. 


Mergers and Transfers of Existing Facilities—continued 


Manufacturing Co. 

(2) Hoern & Dilts, Inc. (Mich.) (will be|Mfrs. precision automatic turning and| na. 

operated as a division) boring machines 

@) Purchases one-story plant in Dayton,|To consolidate operations of Koehler Air- 
craft Products Co., a sub., which now 
has 3 separate plants 
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119 


120 


121 


122 


123 
124 


Mergers and Transfers of Existing Facilities—continued 


Purchaser/Seller 


Norden-Ketay Corp................ 


(Sub. of Inland Steel Co.) 
Republic Steel Corp........... eee 


Penne Pexas Corp... 2.iotstae ae. Gs 


Petrolane Gas Service, Inc.......... 


Pheoll Manufacturing Co........... 
lore OOL CO. 2:66 6 5 aan 


Producing Properties, Inc........... 
F. W. Dye and C. B. King......... 
Progress Mfg. Co. Inc.............. 


Rem-Cru Titanium Inc............. 
(Owned by Crucible Steel Co. of America 
and Remington Arms Co.) 

Crucible Steel Co. of America...... 


Reo Holding Corp. . e254 2.00. .0406: 
Reynolds Aluminum Co. of Canada, Ltd. 


(Controlled by Reynolds International, 
Inc., a sub. of Reynolds Metals Co.) 


FEBRUARY, 1956 


Property Acquired 


All outstanding stock of Frohman Manu-|Mfrs. shafts, gears and precision instru- 


facturing Co. 


Luria Bros. & Co. (Phil.)........... 


2 Minnesota iron ore mines, including 


plant and equipment 


(1) Anthony Butane Service......... 
Fallbrook, Cal. 

(2) Mutual Liquid Gas & Equipment Co. 
Agoura, Cal. 

(3) Baker Liquid Gas Inc. of Baker & 
La Grande, Ore. 

(4) Tank gas business of............ 
California-Pacific Utilities Co. 


Voi-Shan Manufacturing Co., Cal. (will}Makes precision fasteners for aircraft 


be operated as a sub.) 


Inventories, patents, tooling and machin-| Makes wrenches.............-...-- 


ery of Tubing Appliance Co. Inc. 


Half interest in 14 oil wells located on| Wells have daily allowable of 297 bbl. 


J. M. Christian lease in Texas 


Judson & Rose Inc. (will be operated as| Makes metal stampings............ 


sub.) 


5 buildings and 10 acre tract of land|New equipment for processing titanium 


Merges Nuclear Consultats, Inc..... 
(To form Nuclear Corp. of America) 


All stock of Foils Investments Ltd. 
(controls Dominion Foils Ltd.) 


Merges subsidiaries: = === 
(1) Riegel Carolina Corp. (sub.).... 


(2) Riegel Woodlands Corp. (controlled|Timberland..................--..: 


through Riegel Carolina) 


Majority interest in Robotyper Corp. 


Increases holdings of Reliance Mfg. Co.| Mfrs. men’s and boys’ apparel....... 


2/3 interest in 96,000 acres of timberland 
in Maine 
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Description 


Mfrs. servo-mechanism components, pres- 
sure gauges, electronic instruments, 
computers 


ments 
Manages varied industrial subs. which 
mfr. plumbing supplies, electric stock 
quotation devices, auto filters 
Scrap iron and steel firm............ 
Mining sub. of a major steel producer 


Diversified mining company, producing 
coal, oil, gas, uranium; mfrs. cranes, 
cables 

Mfrs. firearms, washing machines, sundry 
items 

Distributors of liquified petroleum gas; 
sells appliances and equipment 

Eth, Ahead Meee TOs: aera 


Be Ieee Ret heehee LONG bec Re ioks cen ae 
Mfrs. screws, bolts, allied products. . 


industry 
Mfrs. mechanics’ tools.............. 


Operates oil and gas properties...... 
(New company incorp. Oct. 1954) 


Mfrs. lighting fixtures.............. 


Fabricates and sells titanium and alloys 


will be installed 
i ae Ree ae Bed TE ecto Ree a 
ee xtecer ny. woes Ded crest, oie reuse 


Mfrs. and processes aluminum and other 
metal products 


eee ece scr ceres NGA vsvessceveses 


Adpul plmillat eater ccs os «ete cee 


Mfrs. typewriters, office equipment, 
special record forms 

Makes and markets automatic typewrit- 
ing equipment and auxiliary typewriter 
attachments 

N. Y. textile manufacturer.......... 


Produces paper tissues, paper towels, 
waxpaper, wood pulp 


Size? 


(In Millions) 


————— 
ee (ee SS eee 


$5.4 


$0.3* 
$19.3 


$6.0 
$0.8 
(Sales): 


n.d. 


na. 


Mergers and Transfers of Existing Facilities—continued 


127 


128 


129 


130 


131 


132 


137 


138 


139 


143 


Purchaser/Seller 


Seneca Grape Juice Corp........... 


Shedd-Bartush Foods, Inc.......... 


Sheraton Corp. of America.......... 
Tishman Realty & Construction Co. 


Shoe Corp. of America.............. 


Siegler, Corpititctt severities obt cean eue 


Society for Visual Education Inc. (a sub. 
of General Precision Equip. Corp.) 


South Texas Oil & Gas Cory. Se 


Sparks-Withington Co.............. 


Sperti Products, Inc. ..5.55 :.0?iceis 
Standard Industries, Inc............ 
Bellanca Aircraft Corp............ 


Steinberg’s Properties Ltd.......... 


Stokely-Van Camps... 0. .ls2.00 


Sutherland Paper Co............... 


Swan-Finch Oil Corp..............- 


Walt Oy COs ep tatics eet anecn eters 


Symington-Gould.................. 
Teachers Finance Co............... 


Telautograph Corp)... 606 cea dees 


Texas Cosi Wogsap . sutras semen ores 


Property Acquired 


Hudson Valley Pure Food Co...... 
(Sub. of Rexall Drug Co.) 


San Francisco plant of C. A. Swanson & 
Sons (Sub. of Campbell Soup) 


Large interest in 3 Canadian firms: 
(1) Bern Shoe' Cowes. stan ee neese 
(2) Midland Footwear Mfg. Ltd.... 
(3) Midland Industries Ltd........ 


North American Uranium & Oil Corp. 
(Denver) 


Allied Steel & Conveyors, Inc. (to become 
subsidiary) 


Increases holdings of Capital City Prod- 
ucts Co. 


Fort Orange Paper Co.............. 
(will be operated as wholly-owned sub.) 


Description 


ERAT AAD TA IAO NG ..igicie Sete 
Products include grape juice, syrups, 
preserves. Will continue to produce 
fountain line (Rexall retains all trade- 
marks) 

Mfrs. and distributes food products, 
principally margarine dressings, peanut 
products 

Makes frozen foods...............- 


Operates hotels and apartment houses 

600 room hotel will be known as French 
Lick-Sheraton 

Retail shoe firm, operates 419 U. S. retail 
stores, 2 sub. stores 


che or iter tad TEE os cae cree 
§ Cachicdite xan MG: «3 Bena 
Vasc 3 SS ae TGs ise cet eae 
Mfrs. various electronic and electrical 
devices 
Produces space heating equipment, elec- 
tronic and electrical devices 
TAR be MOR ee rh: OR Fo 2 


Produces scientific instruments (low- 
powered magnification unit for viewing 
and projecting slides) 

Holds leases and claims on 35,000 acres in 
Williston Basin and Rocky Mt. area 

Mfrs. radio, TV sets, auto parts and 
appliances 

Makes specialized and custom-built con- 
veyor systems 

Mfrs. brewery yeast and pharmaceuticals 

Makes nuclear reactor parts and special 
automation machinery 

Mfrs. and services, through subsidiaries, 
elevators and lifting equipment 

eh ne WE GSEL Eos vies 

Owns, manages and leases properties. 

Steinberg’s Ltd. operates about 48 retail 
food markets in Canada 

Processes and merchandises fruits and 
vegetables 

Mfrs. salad dressings, margarine, allied 
products 

Mfrs. paperboard, paraffined cartons and 
allied products 

Mfrs. paperboard and folding cartons 


Mfrs., deals in oils and greases....... 
avobeamareebts Wei Heh 04 5\ «Bishi 


Packs and process meats and meat prod- 
ucts 


Gem State Meat Packing (a division of|Division was meat processer......... 


Central Eureka Corp.) 


Mfrs. steel castings................. 


Increases holdings in Wayne Pump Co./Mfrs. pumps and allied filling station 


equipment 
cxalate  Oiaiatois eigen ih ew us sae ste 


Increases holdings of Monroe Chemical] Mfrs. dyes, dry cleaning preparations, 


Co. 


Executive Car Leasing Co.......... 
(to be wholly-owned sub.) 


Frank Wood Associates, Inc. and 
Frank Wood & Bros. Inc. 
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hair tonic, related products 

Installs and services a written communi- 
cations system 

Will specialize in purchase of industrial 
equipment for leasing to industry on a 
service rental basis 

Integrated producer of petroleum, allied 
products 

Oil and gas producers, 316 wells; own 
interests in others 


BUSINESS 


Sizet 
(In Millions) 


Sd 


RECORD 


Mergers and Transfers of Existing Facilities—continued 


Property Acquired 


No. Purchaser/Seller 
144 |Texas Eastern Production Corp...... 
145 |Texas Eastern Transmission......... 
146 |Texas Industries, Inc............... 
147 |Textron American, Inc............. 
148 |Thomas Industries, Inc............. 
149 |Tuttle Electric Products, Inc........ 
Attle Sift Ine. ses acca ew aae cess 
(Sub. of Ferro Corp.) 
150 {United Artists Theatre Circuit, Inc. . 
151 |United States Glass Co............. 
152 |U.S. Hoffman Machinery Corp...... 
(1), (2), (3) from Irving Fein....... 
153 |U.S. Industries, Inc............... 
154 |United States Steel Corp............ 
Minerals Development Corp....... 
AS De UNE INOPINAN 0. 5 & 0:ep0y0 00s pesdvecevare ibe 
tipo weyVelworth Col... ccc c bee dled! 
157 | Ward International Corp........... 
Bush Terminal Co. and others...... 
158 |Warner-Lambert Pharmaceutical Co. 
Mrs. Margaret Emerson and family. 
159 |Warner & Swasey Co............... 
160 |Webster-Chicago Corp.............. 


VW og (OM Gs ea ela litera 2 Sele 


Merges Triangle Pipeline Co........ 
(a wholly-owned sub.) 


Increases holdings (to 93%) of its sub. 
Texas Eastern Production Corp. 


(1) Camcar Screw & Mfg. Corp...... 

(2) Cadillac Screw Corp............ 

(S)MParalein Cont, tatty a oc0 sud cutters 

(4) Indiana Metal Products Corp... . 

(5) A. A. Fastner Corp. and plants in 
Rockford, Belvidere, Rochester 

(6) Inventories and fixed assets of 
Coquille Plywood Inc. (Ore.) 

(7) Recon Capital Stock of Kordite Corp. 


Open coil heating element business and 
mfg. plant 


All class A stock of Rowley United 
Theatres Inc. 


Molds, machinery, equipment of Duncan 
& Miller Glass Co. (will becomea division) 


(1) Atlas Can Corp sascc:.oscade0 4-5 
(2) Fein Tin Can Corp..2.......-. 
(8) Standard Can Corp............- 
(4) Aerolab Development Co........ 


(5) Apco, Ine. and 5 affiliated companies 


(1) Alloy Steel Products Co., Inc.... 
@) Southwest Fabricating & Welding 
0. 
Substantial block of stock of Martin- 
Parry Corp. 


Purchased 29% interest in Emerson Drug 
Co. of Baltimore City 


Machinery, but not plant, of White Cap 
Products division 


FEBRUARY, 1956 
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pa cell 
Description (in Sirons) 
Acquires and develops oil and gas prop-| $32.7 
erties 
Transports petroleum products...... $1.4 
(net earn- 
ings, 1954) 
Owns and operates gas transportation] $515.4 
facilities 
Owns and operates oil, gas properties,| $32.7 
refineries, pipe line system 
Produces clay or shale aggregate, concrete| $2.5 
products 
Makes ceramic tile for walls and floors $0.5* 
Mfrs. natural and synthetic fabrics. . . $151.1 
Mfrs. screws and fasteners.......... $0.5* 
NP sae ernest AE OP eae Rcackisiecale n.d. 
OR Denes Aes TOO rans oe Bene hs Ses n.d. 
Mfrs. screws, metal specialties....... $0.1* 
a's OR [ONE SE eal a n.d. 
Be Ths, os Nhs arora A ae n.d. 
Makes plastic clotheslines, bags, other] $10.0 
polyethylene plastic products (Sales) 
nh G Cn eT een See eS n.d. 
Electronic research and development $0.05* 
DAS epee aids [ROR Moree are, Sone Bes n.d. 
ee ene eer ore FO ese neta da tian n.d. 
Operates 150 motion picture houses and| _n.a 
drive-ins 
Mfrs. glassware, lamps............. $2.5 
Mfrs. glassware...........-...-.-+: $0.5* 
Varied manufactures; ¢. g. laundry equip-| $17.8 
ment, air appliances, artillery shells 
Makes tin cans and steel pails....... $0.1* 
Makes tin cans and steel pails....... $0.5* 
Makes tin cans and steel pails....... $0 .05* 
Scientific research and devel. of guided n.d 
missiles, aero-physics equip. 
Makes vending machines........... n.a 
Makes diversified steel products... .. $47.2 
Mfrs. welded steel pipe............. $10.0 
(Sales) 
Produces steel and coal chemicals.... $3,348 .7 
Mines include Somerset and Oliver Coke] Monthly 
mines produc- 
tion rate, 
15,000 
tons 
Mfrs. machines and tools........... $15.6 
Produces hydraulic equipment. ...... $3.2 
Makes valves, pipe fittings and pipe] $27.7 
wrenches 
Makes valves of corrosion-resistant alloys} $0.1* 
Mfrs. pipes for oil, chemical, petroleum, n.d. 
and gas industries 
A holding company................ n.d. 
Mfrs. drawn metal products, metal and] $10.6 
prefabricated panels 
Mfrs. pharmaceuticals, cosmetics, plastic] $63.2 
products 
Mfrs. Bromo-Seltzer..............-: $10.2 
Mfrs. and sells machines; turret lathes $29.4 
Mfrs. Duplex motor trucks, special ma-| $1.2 
chinery 
Mfrs. metal stampings, laminations. . $12.9 
Division is major supplier of electrical n.d. 


steel laminations for TV transformers 


and Transfers of Existing Facilities—continued 


Description 


Acquires, develops, operates oil, gas, 
mineral properties 


Mfrs. electrical apparatus and appliances 


Assets of Olsen (C. A.) Mfg. Co. (will| Mfrs. warm air heating systems, inciner- 


ators, air conditioners and allied equip- 
ment } ; 
Engages primarily in mfg. home appli- 


Operates chain of self service food stores 
(1) Acquires assets of 15 Ballantine Gro-|Operates food store chain 


Owns and operates chain of 112 grocery 
stores in N. C. 


Mergers 
No. Purchaser /Seller Property Acquired 
161 |Western Development Co. of Del.... 

Purchases the 50% working interest of 
its operating partner in 7,680 acres 
located in New Mexico 

162 |Weldwood Plywood Ltd 

(Sub. of U. S. Plywood Corp.) 
163 | Westinghouse Electric Corp 
164 |Whirlpool-Seeger Corp 

Refrigerator division of Internationa] 
Harvester Co. 

165 |Winn & Lovett Grocery Co 
cery Storest 

(2) Merges Dixie-Home Stores 

(to form Winn-Dixie Stores Inc.) 
166 | Wood (Alan) Steel Co 
167 | Woodward Iron Co 


Produces pig iron, coal, chemicals. . . 


Entire capital stock of Longview Lime| Makes lime products, owns lime reserves 


lAssets unless otherwise stated n.a.Not available 


tAction occurred in July-August, 1955, but only reported in September-October, 1955. 


*Minimum capital 
Sources: Moody’s Industrials; Standard & Poor’s; Thomas’ Register 


BUSINESS FORECASTS 


General 


Alan H. Temple, executive vice-president of The First 
National City Bank of New York (The Commercial and 
Financial Chronicle, January 5)—“. . . a slow rise to a 
moderately higher top, and a probable sideways movement 
or slow decline after the top, could and probably will carry 
so far through 1956 as to make the year on the whole a 
slightly bigger year than 1955. We should consider this a 
more satisfactory outcome than a continuation of the 1955 
rate of increase. The economy is not free from strains, 
notably the expansion of debt at a rather rapid rate. The 
country is enjoying full employment and general prosperity. 
The strains are not producing cracks. The probabilities 
for 1956 should keep us optimistic. The dangers should 
keep us conservative!” 

The Honorable Sinclair Weeks, Secretary of Commerce 
(The Commercial and Financial Chronicle, January 5)— 
“I look forward to a good year. In fact, when the total 
figures for the entire year are in, the chances are bright 
that 1956 will be another record year. 

“The economic outlook is clearly excellent for the first 
six months of 1956. As for the last half, not enough firm 
facts are at hand now for me to anticipate the pace of 
business activity... .” 

Cola G. Parker, president, National Association of Manu- 
facturers (Paper Mill News, January 7)—“As we close the 
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nation’s books for 1955, it is only natural that we should 
attempt to project our thoughts into the future and assess. 
what is to be in store for us in the coming year. . 


“The concensus is industry will produce from 8% to 
5% more goods and services in 1956. There will be more 
employment, better business conditions and the average 
employee will have more take-home pay... .” 


Dr. Marcus Nadler, economist and professor of finance, 
New York University (as reported in the New York Herald 
Tribune, January 11)—“Dr. Marcus Nadler . . . believes. 
that a moderate decline in business activity is ‘quite pos- 
sible’ in 1956. The downturn, he says, will be caused by a 
‘decrease in the output of automobiles and other consumer 
durable goods and by a reduction in the number of home 
starts.’ The pattern of the decline, ‘when and if it takes. 
place,’ he adds, ‘will depend to a large extent on the internal 
political situation.” . . . 


“Dr. Nadler was of the opinion, though, that ‘decline: 
will not go far or last long.’ He explained: ‘Once a down- 
turn in business activity becomes noticeable, not only will 
the credit policies of the Federal Reserve authorities be 
changed, but also a reduction in taxes for people in the 
lower income groups very likely will occur. These meas- 
ures, plus the rise in wages which will take place during 
1956, will increase disposable income and consumer spend- 
ing, thus giving the economy a lift.2. . .” 
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In the January Management Record 


Bonus and Incentive Plans for Supervisors—This article takes a broad look at 
the various types of extra compensation that companies use to reward 
their exempt first-line supervisors. Special emphasis is placed on those 
plans that base compensation on some predetermined standard or on an 
individual’s measured performance. 


College Recruitment in 1956—Companies will continue to find it difficult 
to recruit their full complement of graduates, according to this summary 
of what is expected in 1956. And although salaries offered will be higher 
than ever before, it is suggested that other factors may be even more 
important in determining which position the graduate will accept. 


AFL-CIO Merger—What's Behind It?—A clear picture of the new labor fed- 
eration emerges from this thoughtful analysis of the government and 
structure of the AFL-CIO. The reader will learn how the federation 
operates, who’s who on its three executive bodies, and how the Industrial 
Union Department is set up. 


The Control of Meetings—To avoid meetings that are nothing more than 
a frustrating waste of time, those responsible for them must do some 
advance planning. This article gives concrete suggestions which, if care- 
fully followed, should result in meetings that accomplish their objectives. 
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Are Women Better Dressed in New York? 


Are Men Better Dressed in 
Cleveland? 


We're not saying they are, but the figures do 
indicate that mote money is spent on men's 
clothing in Cleveland ...a high for women's 
clothing in New York. The figures come from 
a chattbook just prepared by The Conference 
Board—perhaps a ‘‘first’’ in its detailed treat- 
ment of family clothing expenditures. 


$242 


There is a “dearth of definitive information 
on how the average family spends its income,”’ 
says the foreword. With 65% of the nation's 
spending going for consumer goods and serv- 
ices, ‘‘businessmen, government officials, and 
even the general public, are asking more 
questions about the pattern of family expend- 
itures than ever before.”’ 


Taking ten cities, the study tells through 
charts, tables and text how much families 
tend to spend for clothing and what items 
they buy. This 40-page chartbook (in color) 
is being sent to Associates only upon their 
specific request. If you care for a copy, ask for: 


FAMILY EXPENDITURES 
FOR CLOTHING — LABORPSTATRTIES No. 15 


